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Q. 

A. 

Q. 

A. 

11. 

Q 

A. 

Q. 

A. 

Q. 

A. 

INTRODUCTION. 

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND TELEPHONE 

NUMBER. 

My name is David P. Stephenson. My business address is 303 H Street, Suite 250, 

Chula Vista, California 9 19 10. My telephone number is (6 19) 409-7700. 

ARE YOU THE SAME DAVID P. STEPHENSON THAT FILED DIRECT 

AND REBUTTAL TESTIMONY IN THIS MATTER? 

Yes. 

~ 

OVERVIEW AND SUMMARY OF REJOINDER TESTIMONY. 

HAVE YOU READ ALL OF THE SURREBUTTAL TESTIMONIES OF 

THE WITNESSES FOR STAFF, RUCO, THE TOWN OF YOUNGTOWN 

AND THE OTHER INTERVENERS? 

Yes, I have. 

DO YOU AGREE WITH ALL OF THE PROPOSED ADJUSTMENTS AND 

RECOMMENDATIONS BY EACH OF THE PARTIES? 

No, I do not. Most of the Company’s disagreements are explained in its rejoinder 

presentation and I address several of them in this rejoinder testimony. I would also 

note that, to the extent Arizona-American has not addressed an issue raised or 

adjustment recommended by Staff, RUCO, Youngtown, or any other party, this 

does not necessarily mean that we agree with the position taken by those parties. 

WHAT ISSUES ARE YOU ADDRESSING IN YOUR REJOINDER 

TESTIMONY? 

I will generally be covering issues related to: 1) the Company’s overall filing; 2) 

the ratemaking implications of Youngtown’s request for a Commission order 

requiring Arizona-American to do a study and construct fire flow improvements; 

3) rate case expense; 4) the acquisition premium; 5) inclusion of American Water 
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Q* 

4. 

Q. 

A. 

Works’ overheads and American Water Works Service Company charges in the 

test period; 6) fair value rate base issues; and 7) Arizona-American’s capital 

structure, debt cost and financial integrity (pre-tax interest coverage). 

SUMMARY OF ARIZONA-AMERICAN’S REQUEST FOR RATE 
RELIEF. 

WHY DID ARIZONA-AMERICAN FILE FOR RATE INCREASES IN 

EACH OF THE TEN SYSTEMS SUBJECT TO THIS PROCEEDING 

WHEN IT DID? 

First, a substantial amount of time has elapsed since the prior rate cases for these 

systems. It has been at least 6 years between test years for each of the districts and 

it has been more than 12 years since the last filing in one. This alone made it 

imperative that rate filings be made. To wait any longer would have compounded 

some of the problems Staff and the interveners complain about in their testimonies. 

Second, had Arizona-American not filed when it did, it would not have 

been able to file until 2006 as a result of the three-year stay-out imposed by 

Decision No. 63584 (December 12, 2002). This would have added another four 

plus years between test years. 

Third, Arizona-American was required to file for rate review for the 

Anthem water and wastewater districts by 2004 or, if earlier, when the number of 

equivalent residential units in Anthem reached 3,500. Decision No. 60975 (June 

19, 1998) at 15. All of these factors combined mandated that the Company file 

when and how it did. 

DO YOU BELIEVE THE COMPANY HAS SUPPORTED ITS 

APPLICATION WITH SUBSTANTIAL EVIDENCE? 

Yes. Arizona-American has supported its application with testimony on every 

aspect of its request, defended every proposed adjustment, made necessary and 
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appropriate corrections as recommended by other parties and provided updated 

schedules reflecting its proposed revenue requirement and rates. We have also 

responded to a tremendous amount of discovery from multiple parties and 

submitted evidence in support of the Company’s position on every significant issue 

in dispute with Staff and the interveners. 

YOUNGTOWN’S REQUEST FOR FIRE FLOW IMPROVEMENTS. 

DO YOU AGREE WITH MR. MENDEZ THAT THE COMPANY SHOULD 

FUND ALL OF THE FIRE FLOW IMPROVEMENTS HE RECOMMENDS 

FOR THE YOUNGTOWN AREA? 

No. To begin with, I note that Fredrick Schneider has thoroughly responded to 

Youngtown’s surrebuttal testimony on fire flow matters in his rejoinder testimony. 

I am merely going to address the narrow ratemaking impacts of Youngtown’s 

request, impacts Youngtown seeks to deflect to the Company and/or other 

ratepayers. 

IV. 

Q. 

A. 

That said, we take issue with Mr. Mendez’ suggestion that Arizona- 

American fund fire flow improvements and then seek recovery in a future rate 

case. Although the 

Company can seek recovery for prudently incurred costs to replace and upgrade 

service within its service areas in a future rate case, but ultimate recovery through 

rates is not assured. Moreover, the study and the upgrades Youngtown seeks 

would likely have an impact on rates for all customers in the Sun City water 

district for the reasons Mr. Schneider explains. Rejoinder Testimony of Fredrick 

Schneider at 6, 11. It is simply not as easy as Mr. Mendez seems to believe, and 

absent an urgent need, upgrades to particular systems should be made after careful 

planning, including addressing ratemaking concerns like subsidization. This is 

especially in the case of upgrades for fire flow, where the benefit is very isolated, 

Prefiled Surrebuttal Testimony of Jesse Mendez at 9. 
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Q. 

A. 

Q- 

A. 

Q. 

4. 

Q. 

4. 

Q. 

often requested for self-serving purposes and neither required by policy or rule. 

RATE CASE EXPENSE. 

DID YOU STATE THE COMPANY’S POSITION ON RATE CASE 

EXPENSE IN YOUR REBUTTAL TESTIMONY? 

Yes, on pages 22-25 of that testimony, I discuss the Company’s request and 

respond to RUCO’s objection to the level of expense and the recommendation by 

Youngtown that the amortization period be lengthened. 

HAS THE COMPANY CHANGED ITS POSITION IN REGARD TO THE 

AMORTIZATION PERIOD? 

No, Mr. Burnham continues to advocate that the proper amortization period should 

be five years. Surrebuttal Testimony of Andrew Burnham (“Burnham Sb.”) at 4-5. 

However, the only new “evidence” he offers, a literal shred from my rebuttal 

testimony, is my use of the word “likely” in referring to the fact that the Company 

will file new cases prior to a five-year period. I can assure this Commission that 

Arizona-American is nearly certain to file more rate cases no later than July of 

2006 due to the substantial number of capital improvements, including arsenic 

treatment facilities, that are planned during the next few years. 

DOES ANY OTHER PARTY CHALLENGE THE COMPANY’S 

RECOMMENDED THREE-YEAR AMORTIZATION PERIOD? 

No. 

IS RUCO STILL RECOMMENDING THAT THE COMPANY ONLY BE 

ALLOWED $418,941 OF RATE CASE EXPENSE? 

Yes, RUCO has not changed its position. 

DO YOU AGREE WITH RUCO WITNESS D I U  CORTEZ THAT RATE 

CASE EXPENSE IS DRIVEN PRIMARILY BY THE NUMBER OF ISSUES, 

THE NUMBER OF EXPERTS RETAINED, THE RATES CHARGED BY 
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Q* 

A. 

EXPERTS A iD ATTORNEYS, AND THE NUMBER OF HOURS FOR 

WHICH THE COMPANY IS WILLING TO RETAIN EXPERTS AND 

ATTORNEYS? 

Yes, I do, with the caveat that the Company often has little choice in the number of 

hours attorneys and outside consultants are required to spend, as those costs are 

driven by the number of issues and, to a large extent, by the actions of the other 

parties. In any case, all of these factors Ms. Diaz Cortez identifies support the 

Company’s request for rate case expense in the amount of approximately 

$715,000, which I should note is several hundred thousand dollars less than the 

Company’s actual expense for this proceeding. 

HOW DO YOU RESPOND TO MS. DIACCORTEZ’ ASSERTION THAT 

THE NUMBER OF DISTRICTS DOES NOT SIGNIFICANTLY IMPACT 

THE LEVEL OF RATE CASE EXPENSE? 

I disagree with Ms. Diaz Cortez’ argument. See Surrebuttal Testimony of Marylee 

Diaz Cortez (“Diaz Cortez Sb.”) at 10-1 1. First, even where there are issues 

relevant to more than one district, a single issue can create a tremendous amount of 

work to produce volumes of district-specific books and records. In this case, for 

example, a great deal of time was spent justifling to Staff that we had “sufficient” 

proof of plant additions since the last rate decision. This had to be done for each 

district because Staff required the Company to prove the cost and existence of all 

plant additions since the last rate case for virtually every plant item. Since it was 

between 6 and 12 years between test years for these districts, a significant amount 

of time was needed to produce the evidence Staff wanted, and the fact that this was 

done in one district produced no costs savings in another district. 

Similarly, items such as district account analysis, proof of test period 

revenues, costs to assemble and produce the filings are not limited because there 
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Q. 

A. 

Q- 

A. 

are multiple districts. The proof of revenues in each district was arduous and time 

consuming. It was based on individual proof in each district - solely dependent on 

the rates and sales in each individual district. The analysis of accounts is not a 

Company-wide issue; it is a district specific issue and, as such, requires additional 

time and effort to hlfill, based on the number of districts filed. This means, 

obviously, that the number of filings will have a significant impact on rate case 

expense. 

ARE THERE OTHER DISTRICT SPECIFIC ITEMS THAT WILL 

INCREASE RATE CASE EXPENSE? 

Yes, as has occurred in this proceeding, several of the districts have their own 

unique and special issues. Sun City has the Tolleson and Town of Youngtown 

issues. Anthem has its issues with meter charges, current rates and water quality. 

Sun City Health has intervened in the Sun City West and Sun City areas. There are 

issues in Mohave concerning meter charges to mobile home parks. There are 

purchased water issues in Anthem and Agua Fria. Each of these things contributed 

to the overall rate case expense, and each in its own unique way. 

DO YOU AGREE WITH RUCO THAT THE NUMBER OF CUSTOMERS 

HAS LITTLE BEARING ON RATE CASE EXPENSE? 

No, Ms. Diaz Cortez claims that rate case expense is not related to andor directly 

dependent on the number of customers. Diaz Cortez Sb. at 10-11. Ms. Diaz 

Cortez’ testimony unduly narrows the issue. I can agree that the number of 

customers may not complicate issues or require the retention of “extra” 

consultants, increase attorney fees or prolong hearings. However, the more 

customers the utility has, the larger its operations and rate base and the more likely 

there are going to be multiple issues in dispute in a rate proceeding. Of course, 

direct customer involvement as interveners, as has also been the case here, will 
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Q. 

A. 

Q. 

A. 

also have an impact on rate case expense. In addition, 10 separate districts serve 

our customers, each having its own rates and separate accounting schedules and 

treatments, as I explained. Ms. Diaz-Cortez’s argument suggests that the Company 

should consider consolidating these districts, which the Company is certainly 

willing to do. 

ARE THERE OTHER SPECIFIC CUSTOMER DRIVEN RATE CASE 

EXPENSES? 

Yes, in fact there is one specific item that is driven exclusively by the number of 

customers, customer notice requirements. Notices can cost up to one dollar per 

customer. There are usually at least two notices required; one for notice of the 

filing and one for notice of an approved rate increase. This will result in rate case 

expense of as much as $80,000. 

DO YOU AGREE WITH RUCO THAT THE LEVEL OF RATE CASE 

EXPENSE THE COMPANY IS REQUESTING IS UNPRECEDENTED 

FOR A WATER AND/OR SEWER COMPANY? 

I do not disagree, nor do I believe it is material in any way. Every rate case stands 

on its own merits, so to speak, and the request for rate case expense must be 

viewed in the totality of the circumstances of that proceeding. As Ms. Diaz Cortez 

and I both have testified, there are many factors that have to be considered and I 

believe consideration of these factors explains why Arizona-American has 

requested a particular level of expense. 

Many of these factors are unique to this case. For example, the Company 

has requested that it be allowed a reasonable return on the fair value of its rate base 

in accordance with its interpretation of Arizona law. Staff, RUCO and Youngtown 

vehemently disagree with Arizona-American’s position. This has led to a 

monumental effort to produce and reconcile up to thirteen years of historical plant 
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information and “prove” the existence and reasonable cost for these assets as well 

as analyze the applicable legal authorities supporting the Company’s position. 

Third, and this is an extremely important factor, the Company does not 

employ any dedicated rate department staff in Arizona whose salary and wages are 

continuously charged to all customers. If it did, the Company would have 

additional operating expenses that are far in excess of the amount of rate case 

expense it seeks to recover on an annual basis 

DID YOU ALSO TESTIFY THAT ARIZONA-AMERICAN WOULD 

INCUR MORE IN RATE CASE EXPENSE THAN ITS REQUESTED 

LEVEL OF RECOVERY? 

Yes, in fact, as of October 31, 2003, we have already expended over $900,000 in 

rate case expense. Notably, this does not include any costs for analysis of 

surrebuttal, preparation of rejoinder, costs related to hearings (which we anticipate 

will take about 10 days), costs to prepare and file post-hearing briefs and costs of 

final Commission approval of a recommended opinion and order. We have 

already estimated these remaining costs will exceed $360,000. Thus, we estimate 

incurring total rate case expense of over $1.25 million, or almost double our 

request in this case. Therefore, the Company stands by its level requested in the 

filing as being prudent and fully justified. 

ARE ANY OF THE OTHER PARTIES CONTESTING THE LEVEL OF 

RATE CASE EXPENSE? 

No. 

DO YOU AGREE WITH RUCO THAT ALLOWANCE OF THE 

COMPANY’S RATE CASE EXPENSE, IN AND BY ITSELF COULD 

CREATE THE NEED FOR A RATE INCREASE? 

Ms. D i u  Cortez seems to be testiQing that the Company’s filings in these cases 
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Q* 

A. 

Q* 

A. 

were unnecessary and unwarranted, and therefore, even if the Company can justify 

its request of over $700,000, it should not be considered due to the fact that many 

of these filings should never have been made. Diaz Cortez Sb. at 11- 12. First of 

all, we do not agree with Staff, RUCO, Youngtown or any other party 

recommending rate decreases for some of the water and wastewater districts in this 

proceeding. 

Moreover, as explained above, these cases essentially had to be filed when 

they were, no matter how large or small the increase requested. For instance, in 

two of the service areas (Anthem water and Mohave water) that need the smallest 

percentage increases there we compelling reasons to file. For Anthem water, the 

Commission ordered a filing, and for Mohave water, the passage of time since its 

last case, 12 years, dictated that Arizona-American file now, lest information 

become more stale. 

DO YOU AGREE WITH RUCO THAT THE MERE OCCURRENCE OF 

AN EXPENSE DOES NOT MEAN IT WAS NECESSARY, PRUDENT, OR 

PROVIDED A BENEFIT TO RATEPAYERS? 

Yes, I do agree with this statement. This is one reason that we have not changed 

our request in this case despite much greater expense actually being incurred. We 

understand that some of the expenditures that we incurred in the processing of this 

case may have been incurred through no fault of the other parties or ratepayers. 

However, this was certainly an amount far less than $500,000, the minimum 

difference between our expected final actual level and that originally projected and 

requested. 

WHAT ABOUT THE SPECIFIC EXAMPLES OF EXCESSIVE 

EXPENDITURES MS. DIAZ CORTEZ IDENTIFIES? 

RUCO has pointed to three items as being potentially imprudent: 1) $8,000 for 
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Q- 

A. 

correction of bill counts, 2) $40,000 for a cost of service study, and 3) $200,000 

for legal fees prior to Staff and intervener testimony being filed. Diaz Cortez Sb. 

at 12- 13. None of these examples supports RUCO’s position. 

Bill counts are required in any filing and as such, should be part of rate case 

expense. It is not relevant that the Company had to correct the bill count, had it 

done it that way in the first place it would have taken longer than it did in the first 

place. 

The cost of service study was not filed with the application, but it was done 

and was submitted in response to the rate design recommendations by Staff. Why 

should the Company not recover for preparing a study of a type common in 

Commission ratemaking proceedings that was required to support its position and 

show that Staffs proposed rate design is not justified based on cost of service 

principles? 

Some legal fees will be encountered prior to the filing of the other parties’ 

direct cases. Attorney fees will be required to assist in preparing the filing and 

developing rate case strategies on crucial legal and other issues, responding to data 

requests and representing the Company in preliminary proceedings (such as 

conferences and motions). This is a substantial series of rate filings. Therefore, 

these “up-front” costs were substantial. 

DO YOU HAVE ANY OTHER FINAL COMMENTS IN REGARDS TO 

RUCO’S POSITION ON RATE CASE EXPENSE? 

Yes, I would like to note RUCO’s reliance on its position in Arizona Water 

Company’s Eastern Group rate case, Docket, No. W-O1445A-02-0619. RUCO’s 

positions are somewhat contradictory. In the Arizona Water case, RUCO has 

taken a position that the Company’s estimate included in their original filing 

should be adopted. RUCO has not made cost comparisons nor is it willing to 
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V. 

Q* 

A. 

Q. 

4. 

Q* 

4. 

consider the actual incurred and projected costs of Arizona Water, which are over 

$300,000. In our case, in contrast, RUCO has chosen to ignore our estimate, 

ignore our current level of expense, only to determine an estimate based on costs 

from a past case that is over 7 years old. This case should stand on its own, with 

respect to rate case expense and the Company’s requested level of rate case 

expense has not be shown by RUCO to be unreasonable. 

ACQUISITION PREMIUM. 

DO YOU AGREE WITH THE TOWN OF YOUNGTOWN THAT THE 

ACQUISITION ADJUSTMENT SHOULD BE ALLOCATED BASED ON 

THE CURRENT VALUE OF THE ASSETS? 

Yes, I actually do. The acquisition adjustment could be considered a payment 

made by a willing buyer to a willing seller of an amount over the current historical 

book value of the assets based on those assets’ current value. In other words, the 

acquisition adjustment would be based on the difference between what the willing 

buyer determines to be the current fair value of the assets and the current historical 

book value. Therefore, in this case, the allocation should then be based on the 

present reproduction cost new less depreciation (“RCND”) values considered in 

this case, which Staff has now accepted. 

IS THIS THE METHOD PROPOSED BY MR. BURNHAM IN HIS DIRECT 

AND/OR SURREBUTTAL TESTIMONY? 

No. Mr. Burnham (Sb. at 3) continues to recommend the use of net book value, 

which bears no relationship to the current value of the assets. In fact, in most 

cases, net book value is substantially different than current value. 

WHAT METHOD OF ALLOCATION DID THE COMPANY 

RECOMMEND? 

The Company allocated the acquisition adjustment based on gross plant. The 
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Q. 

A. 

Q* 

A. 

Q* 

A. 

Company used gross plant as a method of allocation for consistency, even though I 

consider the current value to be the most appropriate method. The allocation by 

and between the six acquired former Citizens’ state specific entities was based on 

gross plant. To remain consistent, I proposed the same methodology. 

HAS THE COMPANY REQUESTED THAT THE COMMISSION 

DETERMINE THE ALLOCATION METHODOLOGY IN THIS 

PROCEEDING? 

No, the Company allocated the premium to each of the districts solely for purposes 

of presentation in its filing. The Company presented the allocation in each of the 

district’s original cost rate base (“OCRB”), but that presentation has absolutely no 

impact on the revenue requirement in this case. 

DO YOU AGREE WITH THE TOWN OF YOUNGTOWN THAT THE 

ALLOCATION OF THE ACQUISITION ADJUSTMENT SHOULD BE 

BASED ON THE SAME METHODOLOGY FOR BOTH ACCOUNTING 

AND RATEMAKING PURPOSES. 

No. In fact, the Company never allocates an acquisition adjustment for accounting 

purposes. The Company has recorded the acquisition adjustment on its books and 

records as a Company-wide, not district specific, entry. The only time the 

Company has to allocate the acquisition adjustment is for ratemaking purposes. 

Therefore, the Town of Youngtown’s recommendation is without merit. 

DO YOU AGREE WITH STAFF THAT THE COMPANY HAS BASED ITS 

RECOMMENDATION TO AMORTIZE THE ACQUISITION 

ADJUSTMENT OVER 40 YEARS ON ACCOUNTING PRINCIPLE 

BOARD OPINION 17? 

No. The Company has made its request based on Financial Accounting Standard 

(“FAS”) 71, which allows a regulated utility to vary from other FAS’s as long as 
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Q* 

A. 

Q. 

A. 

Q. 

A. 

Q* 

the varied treatment is approved by the appropriate regulatory body. In this case, 

we are seeking approval of a method for ratemaking that is different from the 

method prescribed in FAS 141 and 142. 

DOES THE COMMISSION HAVE TO ALLOW THE RECOVERY OF 

THE ACQUISITION ADJUSTMENT I N  RATES FOR THEM TO ISSUE A 

RULING ON THE RECOVERY METHOD, AMOUNT AND PERIOD? 

No. 

IS THE STAFF CORRECT THAT FAS 142 REQUIRES ANY AND ALL 

AMOUNTS PAID IN EXCESS FOR ASSETS TO BE BOOKED AS 

GOODWILL IN ACCORDANCE WITH FAS 142. 

No. FAS 141 and 142 set specific guidelines as to how to record an acquisition. 

Any acquisition could have goodwill as well as infinite and finite intangible assets, 

and an acquisition adjustment or UPAA. The acquisition adjustment for the 

purchase of the Citizens water and wastewater assets was recorded by American 

Water Works on its books as $34,319,549 of UPAA, $16,200,000 of infinite 

intangible asset, $4,300,000 of finite intangible asset and $17,117,58 1 of goodwill. 

The UPAA and finite intangible assets are currently being amortized in accordance 

withFAS 142. 

WOULD YOU PLEASE SUMMARIZE THE COMPANY’S REQUEST 

CONCERNING THE ACQUISITION ADJUSTMENT IN THIS MATTER? 

The Company has requested that it be allowed to amortize the h l l  amount of the 

acquisition adjustment based on a 40-year period using the mortgage style 

amortization method. The Company is not requesting, at this time, that any portion 

of the acquisition adjustment be included in the cost of service. 

IS THERE ANY BENEFIT TO RATEPAYERS FROM THE COMPANY’S 

PROPOSED TREATMENT? 
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A. 

VI. 

Q* 

A. 

I believe that there are two distinct benefits. First, if and when the Company does 

seek recovery of a portion of the acquisition adjustment in rates, the amount 

available for recovery in a future rate case will be smaller since the Commission 

would have previously authorized the Company to amortize the acquisition 

adjustment. Second, by extinguishing the acquisition adjustment from the books 

of the Company through amortization, any controversy and confusions over 

treatment of the amortization should be reduced. 

RECOVERY OF OVERHEADS AND SERVICE COMPANY CHARGES. 

STAFF WITNESS ALEXANDER IGWE TESTIFIES THAT THE 

COMPANY HAS NOT PROVIDED ANY EVIDENCE THAT CITIZENS’ 

1999 AND 2000 CORPORATE OVERHEAD EXPENSES ARE MORE 

REPRESENTATIVE OF A NORMAL EXPENSE LEVEL THAN 

CITIZENS’ RECORDED TEST YEAR OVERHEAD EXPENSES. DO YOU 

AGREE? 

No, as further explained by Mr. Bourassa and the Company’s President, Ray Jones, 

in their rejoinder testimony, Staff has simply chosen to ignore the evidence. Staff 

asked for and was provided a detailed itemization of Citizens’ corporate overheads 

for 1999 and 2000 as part of their review of the Company’s books and records. 

Staffs review of these books and records surely led to the inescapable conclusion 

that something was amiss given that the data clearly reflects a continuing decrease 

in corporate overhead costs reaching its pinnacle in the same year that a final sale 

of Citizens’ assets was pending. See Rejoinder Testimony of Ray L. Jones at 3-7. 

I suspect it is not so much as Staffs auditors missed this evidence, rather they have 

just decided to ignore it because the irregular test year data leads to a lower 

revenue requirement. As we have repeatedly explained, however, Citizens’ test 

year corporate overhead expenses bear no relationship to the overhead and Service 
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Q. 

4. 

Q* 

4. 

Q. 

A. 

Company costs Arizona-American will incur during the period the rates 

established in this proceeding will be in effect. 

SO STAFF NEVER MADE ANY INQUIRIES CONCERNING THE 

OBVIOUS DECREASE IN THE LEVEL OF CORPORATE OVERHEAD 

EXPENSE IN 2001 AS COMPARED TO 1999 AND 2000? 

No, although Staff has already acknowledged that the Company provided 

information that the 200 1 Citizens’ overheads were not representative. See 

Attachment to Surrebuttal of Alexander Ibhade Igwe (“Igwe Sb.)(Company’s 

response to Data Request DWC 6-9, explaining that Citizens eliminated 15 full 

time positions between the time the acquisition agreement was signed and the time 

the acquisition was closed.). 

DID RUCO CONDUCT AN ANALYSIS OF THE COMPANY’S 

PROPOSED PRO FORMA ADJUSTMENT? 

Yes, RUCO asked many questions concerning the Company’s proposed pro forma 

adjustment to use Arizona-American’s 2002 overheads (from American Water 

Works) and Service Company (from American Water Works Service Company) 

expense levels. RUCO accepted the concept of this pro forma adjustment but 

recommended use of the actual 2002 amounts, which, at the time of the 

Company’s filing were not yet available. We have accepted this recommended 

change by RUCO and now propose a pro forma adjustment based on Arizona- 

American’s actual 2002 levels of overhead and Service Company charges. 

DO YOU HAVE ANY COMMENT ON MR. IGWE’S CLAIM THAT THIS 

PRO FORMA ADJUSTMENT SHOULD BE REJECTED BECAUSE 

THERE IS NO CORRESPONDING “BENEFIT” TO RATEPAYERS? 

Yes, I do. Staff offers this remarkable position in several places in its testimony in 

this case. See e.g., Igwe Sb. at 4,ls. 15-17. I know of no Commission rule, order, 

-15- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Q* 

4. 

policy or other document that requires that every pro forma adjustment provide a 

corresponding benefit to ratepayers. Instead, the Commission’s rules call for pro 

forma adjustments to ensure a more realistic relationship between rate base, 

revenues and expenses during the period rates will be in effect. A.A.C. R14-2- 

103(A)(3)(i) (definition of “pro forma adjustment”). There is simply no mention 

of a “ratepayer benefit” requirement, nor is it always possible to show such a 

benefit, as Mr. Jones explains in his rejoinder testimony. 

IN SUMMARY, MR. STEPHENSON, WHAT IS WRONG WITH STAFF’S 

POSITION THAT CITIZENS’ 2001 TEST YEAR CORPORATE EXPENSE 

LEVELS SHOULD BE USED? 

Staff essentially bases its recommended use of 200 1 Citizens’ corporate overheads 

on two specific points: 1) that the use of the Company’s 2002 overheads and 

Service Company charges is inconsistent with historical test year premises and 

creates a mismatch with teat year revenues and customers, and 2) using the 2002 

numbers unduly increases overhead expenses by $4,079,823 without any known 

benefit to ratepayers. Igwe Sb. at 6. 

First, overheads have little or nothing to do with revenues, customers or rate 

base. Overheads are the costs that the general office allocates to an entity to run 

the business. These overheads are allocated to each of the entities based on prior 

year-end number of customers. The Company did normalize customers and 

revenues to the 2001 year-end level - the same level used to allocate general office 

overheads for the year 2002. Therefore, under any proforma scenario, the 

overheads and revenues are matched. 

Second, Staff is bantering about figures that are totally misleading. Staff 

wants this Commission to believe that Arizona-American is requesting a level of 

overheads that is $4 million greater than that of the previous ownership. I agree 
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Q. 

4. 

Q. 
4. 

Q. 

4. 

that the narrow scope of Service Company overheads may be increasing by over $4 

million. However, the total allocated charges, including salaries, per the 

Company’s rebuttal filing is now just over $1.9 million. See Stephenson Rejoinder 

Exhibit 2, attached hereto. This is than the reduction in Citizens 2001 charges 

as compared to the average of the 1999 and 2000 Citizens’ overheads and than 

the reduction provided by the lower cost of capital for American Water Works. 

Staff should present the whole picture when making comparisons, not just a one- 

sided view. 

HOW DOES STAFF’S POSITION ON THE COMPANY’S 

RECOMMENDED USE OF 2002 OVERHEADS AND SERVICE 

COMPANY CHARGES SQUARE WITH STAFF INCLUSION OF THE 

DEL WEBB PILAR PAYMENTS? 

These positions are completely inconsistent. These payments do not start until 

-9 2004 or three years beyond the test period in this case. Applying Staffs view, this 

would create an inappropriate mismatch between revenues and expenses. 

Nevertheless, Staff includes these payments, which lower the revenue requirement. 

ARE THESE PAYMENTS KNOWN AND MEASURABLE? 

No. The agreement has conditions that could alter the amount of the payments. 

IF THE AGREEMENT IS BEYOND THE TEST PERIOD, AND THE 

AMOUNT IS NOT FULLY KNOWN, WHY DID THE COMPANY 

RECOMMEND THAT THE AMOUNT BE INCLUDED IN THE TEST 

YEAR PRO FORMA CALCULATIONS? 

The Company thought it would be best to consider the time period in which new 

rates would become effective, i.e. 2004. There should be a payment in 2004. 

Additionally, the Company realized that failing to include the PILAR payments 

would lead to much higher rate increases in the Anthem districts. In other words, 
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Q. 

A. 

Q* 

A. 

the Company was trying to be fair to its customers. 

HOW DOES THE INCLUSION OF THE DEL WEBB PAYMENT 

REFLECT ON THE COMPANY’S REQUEST TO INCLUDE THE 2002 

OVERHEADS? 

Simply, the Company was matching known, hture changes that should be 

considered at the time rates would be in effect. Again, this is the purpose of pro 

forma adjustments. 

DO YOU HAVE ANY OTHER COMMENTS TO MAKE ABOUT STAFF’S 

CONTENTION THAT USING THE AWW 2002 RECORDED 

OVERHEADS CREATES A MISMATCH? 

Yes I do. Staff keeps referring to the creation of a mismatch between revenues, 

expenses and rate base. However, as I noted earlier, Staff has accepted the 

Company’s recommendation to consider the Del Webb 2004 payment in the 

revenue requirement. Based on Mr. Igwe’s definition of mismatch, there is one 

other very blatant mismatch that Staff recommends. Staff is recommending basing 

the return on equity for Arizona-American on updated information through 

September 2003. This updated information was not known and measurable at the 

end of the test period. In fact, it didn’t exist until a month ago. The Company has 

had little or no opportunity to test or evaluate this updated information. Yet, the 

Company understands that it is the best information available on which to evaluate 

a determination of a revenue requirement in this case. The Company does not 

dispute updating the information, even though it will dispute how the information 

is used in any determination of a recommendation for a return on equity. 

The Company provided all of its overhead recommendations in its filing, 

which was accepted in January 2003. Staff had ample time to evaluate the 

prudency of these overheads, but instead chose to ignore them. They are known 
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VII. 

Q* 

A. 

Q. 

A. 

and measurable, they are based on the current operations of the Company, and no 

party to this proceeding has made any claims that any of the amounts are 

imprudent. I again will state my view that the only reason Staff continues to 

recommend use of historical overheads of a former owner is an effort to base their 

recommendations on whatever option leads to the lowest possible revenue 

requirement, regardless of whether the adjustment is known and measurable. 

FAIR VALUE RATE BASE ISSUES. 

IN YOUR REBUTTAL TESTIMONY WERE YOU BEING 

“INFLAMMATORY AND INACCURATE” IN YOU REPRESENTATION 

OF THE QUALIFICATIONS OF THE TOWN OF YOUNGTOWN 

WITNESS MR. BURTON? 

No, I was merely testifying than I believe all of the intervenor witnesses, including 

Mr. Burton, have failed to adequately and accurately represent what the Company 

understands is the law in Arizona. The Company believes the Arizona 

Constitution requires that regulated entities be allowed a fair rate of return on a fair 

value rate base. 

DO YOU AGREE WITH MR. BURTON THAT ALL THREE PARTIES 

(RUCO, STAFF AND THE TOWN OF YOUNGTOWN) REACH THE 

SAME OR SIMILAR CONCLUSIONS? 

No, I think Mr. Burton has jumped the gun here, which further reflects his lack of 

experience with the way things are done here in Arizona. Prefiled Surrebuttal 

Testimony of Michael E. Burton (“Burton Sb.”) at 4, Is. 17-19. RUCO testified on 

surrebuttal that the Commission must consider RCND rate base (“RCREY’) when 

evidence of such is presented. Diaz Cortez Sb. at 3. In his surrebuttal testimony, 

Staffs lead witness, Darren Carlson, states Staffs position that the Company’s fair 

value rate base (“FVRI3”) be determined using a 50/50 weighting of RCND and 
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original cost. Surrebuttal of Darron W. Carlson (“Carlson Sb.”) at 6, 1s. 1-3. Mr. 

Burton has recommended that FVRB should equal OCRB and that the 

Commission should disregard the Company’s RCRB. Burton Sb. at 6-7. Thus, the 

positions of these three parties are not consistent. We maintain that adoption of 

Youngtown’s recommended approach would violate Arizona law. 

DO YOU AGREE WITH MR. BURTON THAT ALL THREE PARTIES 

REACH THE APPROXIMATE SAME RECOMMENDATION (FOR A 

REVENUE REQUIREMENT)? 

Yes, because despite testifying that the Commission should consider RCRB in 

determining the FVRB, Staff and RUCO then ignore RCRB in determining the 

appropriate revenue requirement. This, the Company submits, makes the positions 

advanced by Staff, RUCO and Youngtown unlawful and confiscatory. 

DO YOU AGREE WITH MR. BURTON, THAT HIS DETERMINATION 

OF FAIR VALUE RATE BASE IN THIS PROCEEDING IS ENTIRELY 

CONSISTENT WITH PRIOR (COMMISSION) FAIR VALUE 

DETERMINATIONS? 

I agree that most fair value determinations have been based on a return based on 

OCRl3 to determine a revenue requirement and then the return on FVRB is 

“backed into,” as Mr. Carlson and Ms. Diaz Cortez explain. This does not mean 

this approach is valid. Past “practices” do not override the law. In this case, we 

assert that the Commission should follow the law and grant Arizona-American a 

just and reasonable rate of return on the FVRB. 

IS STAFF NOW RECOMMENDING THIS APPROACH? 

No. Staff has proposed a FVRB determined by a 50/50 weighting of the 

Company’s OCRB and RCRB. Carlson Sb. at 12, 16. However, Staff is not 

recommending that the Commission provide the Company a just and reasonable 
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Q- 
A. 

Q* 
A. 

Q- 
A. 

Q. 

return on that FVRB as reflected in Sta 

PLEASE EXPLAIN. 

’ S  surrebuttal schedules. 

Yes, looking at Stephenson Rejoinder Exhibit 1, attached hereto, Staff has 

determined a rate of return on FVRB that differs from district to district. See, 

generally, Staff Surrebuttal Schedules. In fact, the returns recommended by Staff 

on FVRB vary from a high of 8.76% to a low of 3.97%. A 3.97% rate of return is 

hardly reasonable. It is less than the cost of most debt instruments. We believe the 

law mandates that regulated monopolies be provided with an opportunity to earn a 

reasonable return on the fair value of the plant it devotes to serving customers. I 

do not believe a 3.97% return would ever be considered reasonable. 

HOW DID STAFF REACH THIS RESULT? 

I think it is quite obvious that the revenue requirements recommended by Staff, on 

all of the three rate base determinations, are calculated by applying the 

recommended rate of return exclusively to OCRB. There is no other answer. Staff 

has simply determined a revenue requirement based on OCRB, and then used that 

exact same revenue requirement for the other two rate base determinations, RCRB 

and FVRB. In other words, the returns allowed on the equity portion of the non- 

OCRB determinations is simply “backed into” as a matter of simple mathematics. 

WHAT IS WRONG WITH THIS APPROACH? 

I believe it is unlawful and confiscatory. If the law of the State is to determine a 

revenue requirement based on the fair value of the utility’s plant and property, then 

it is only logical that the returns on rate base should be the same, unless the 

Commission is going to conclude, without any evidence, that the cost of equity 

capital is vastly different for every one of the 10 districts at issue in this case. 

Otherwise, the Commission is not setting rates based on fair value. 

WHY IS THIS CONFISCATORY? 
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A. 

Q* 

A. 

VIII. 

Q. 

In his surrebuttal testimony, Mr. Carlson testifies that Staff has increased its 

recommended rate base fiom $91,647,303 in their direct presentation to 

$113,569,259 in their surrebuttal presentation. Carlson Sb. at 17. Yet, Staffs 

surrebuttal presentation contains a lower recommended revenue increase than its 

direct presentation, from $476,722 to $346,647. Id. at 18. 

Now, there are a few minor expense adjustments in the testimony of Mr. 

Igwe, and Staff has lowered its recommended rate of return on equity (from 9.7% 

to 9.0%). However, Staff has also eliminated the approximately $22 million in 

plant from rate base. Based on a 40% equity structure and a $91 million rate base, 

the revenue requirement, based on the change in the recommended return on 

equity, should be reduced by about $250,000. Thus, Staffs increase in rate base 

makes absolutely no difference. 

SO IS IT YOUR OPINION THAT STAFF, AND OTHER PARTIES, ARE 

REALLY NOT RECOMMENDING DETERMINATION OF THE 

REVENUE REQUIREMENT BASED ON ANYTHING EXCEPT OCRB? 

That is correct. This point is quite evident in all three parties recommendations. 

The Staff recommends a FVRB, but only recommends a revenue requirement on 

what they proclaim is a reasonable return on OCRB. See Stephenson Rejoinder 

Exhibit 1 ; Staff Surrebuttal Schedules. RUCO states that the revenue requirements 

on all three rate base determinations should be the same and that the returns are no 

more than a “fall-out”. Diaz Cortez Sb. at 3-4. The Town of Youngtown very 

plainly states that OCRB should equal FVRB, unless the Commission determines 

that an acquisition premium should be allowed. Burton Sb. at 6-8. 

CAPITAL STRUCTURE AND FINANCIAL INTEGRITY. 

THE STAFF COST OF CAPITAL WITNESS, MR. REIKER, TESTIFIES 

THAT STAFF HAS MODIFIED ITS RECOMMENDATION AS TO THE 
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4. 

Q. 

4. 

2. 

9. 

CO IPANY’S CAPITA STRUCTURE AND COST OF DEBT. DOES THE 

COMPANY AGREE WITH STAFF’S SURREBUTTAL POSITION? 

The Company and Staff are now extremely close. The Company is proposing a 

capital structure that consists of 60% debt and 40% equity, with a cost of debt of 

4.86%. Staff is now recommending a capital structure consisting of 60.1% debt 

and 39.9% common equity, and a cost of debt of 4.8%. Surrebuttal Testimony of 

Joel M. Reiker (“Reiker Sb.”) at 2 Table 1). 

HOW DOES RUCO’S RECOMMENDED CAPITAL STRUCTURE 

COMPARE TO THE COMPANY’S CAPITAL STRUCTURE? 

RUCO’s recommended capital structure is, once again, very similar to the 

Company’s. Its capital structure contains 59.89% debt and 40.1 1% common 

equity. Thus, the recommended capital structures of the three parties are virtually 

identical, with Staffs capital structure containing the largest percentage of debt 

and RUCO’s capital structure containing the smallest percentage of debt. RUCO 

has also accepted the Company’s debt cost of 4.86%. 

HAVE STAFF AND RUCO MODIFIED THEIR RECOMMENDED 

RETURNS ON EQUITY? 

Yes, although Staff and RUCO are moving in opposite directions. As I noted, 

Staff has reduced its recommended return on equity from 9.7% to only 9.0%. 

Reiker Sb. at 2. RUCO, in contrast, has increased its recommended return on 

equity from 9.11% to 9.61%, in order to take into account the leverage in the 

Company’s capital structure. Surrebuttal Testimony of William A. Rigsby at 10. 

Consequently, Staff, RUCO and the Company all agree that 50 basis points should 

be added to the cost of equity estimates derived from the sample groups of publicly 

traded water and gas utilities. However, there is still a substantial disagreement 

regarding those cost of equity estimates, which is the subject of Dr. Zepp’s 
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Q- 

4. 

testimony in this case. Th Company is continuing to request an authorized return 

on equity of 11.5% (which includes the 50 basis point adder, mentioned above), 

based on Dr. Zepp’s recommendations. 

ON PAGES 29 AND 30 OF HIS SURREBUTTAL TESTIMONY, MR. 

REIKER AGAIN RAISES THE ISSUES OF ARIZONA-AMERICAN’S 

FINANCIAL INTEGRITY. DO YOU HAVE ANY COMMENTS ON THAT 

TESTIMONY? 

Yes. Frankly, Mr. Reiker’s surrebuttal testimony on the issue of financial integrity 

makes no sense. As a preliminary matter, I should emphasize that Mr. Reiker 

raised the issue of financial integrity in his direct testimony on page 30, in which 

he claimed that Staffs rate of return recommendation results in a pre-tax interest 

coverage ratio of 3.2, which is comparable to the interest coverage ratio typically 

required by a major credit rating service for an A-rated electric utility. My rebuttal 

testimony, at pages 28 through 32, explained why Mr. Reiker’s assertion is clearly 

wrong and that based on Staffs recommendations, the pre-tax interest coverage 

ratio is approximately 1 .O - an indication of financial distress. 

Mr. Reiker has responded to my rebuttal testimony by pointing out that I 

used accounting data to compute the pre-tax interest coverage ratio based on 

Staffs recommendations. I am not sure what Mr. Reiker means. Interest coverage 

and debt service ratios use book (i.e., accounting) data. Staffs updated capital 

structure consisting of 60.1% debt and 39.9% equity is based on accounting data, 

as is Staffs updated recommended cost of debt of 4.77%, as shown in Schedule 

JMR-S 17, attached to Mr. Reiker’s surrebuttal testimony. Accordingly to Mr. 

Reiker, the Company’s annual debt service cost is $8,295,442 and its annual 

coupon cost of debt is $8,267,724, as shown in Schedule JMR-S17. Putting aside 

the extremely small difference between Staffs cost of debt and the Company’s 
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cost of debt, we agree tha he annual debt service requirement is approximately 

$8.2 million. I can’t believe that any credit rating service, like Standard & Poor’s, 

or any standard finance textbook, such as the Brealey and Myers text cited in Mr. 

Reiker’s direct testimony on page 30, would recommend the use of anything other 

than the actual amount of interest that a firm is required to pay on its outstanding 

debt to determine its interest coverage. 

Mr. Reiker also claims that the pre-tax interest coverages that I computed 

somehow assume that “the Commission is obligated to provides a dollar return on 

items other than assets devoted to public service.” Reiker Sb. at 29. This is also 

nonsensical. Nowhere in his testimony does Mr. Reiker criticize the formula that I 

employed, which is very simple and easy to apply. The total available for interest 

coverage is equal to operating income (i.e., revenue less expenses) plus income 

taxes. That total is then divided by Mr. Reiker’s interest expense taken from his 

schedule. There are other variations of this formula, such as the times-interest- 

earned ratio, in which depreciation is included. These are straightforward, widely 

used formulas that don’t assume anything about Commission ratemaking. 

I am also very disturbed by Mr. Reiker’s suggestion that the Company is 

asking for a return on assets that are not devoted to public service. I am not aware 

that the Company’s rate base, as adjusted, includes any assets that are not used and 

usehl, and Mr. Reiker fails to identify any of those assets in his testimony. In fact, 

Staff has now accepted the Company’s RCRB. Thus, Mr. Reiker’s testimony 

conflicts with the testimony of other Staff witnesses. 

MR. REIKER ALSO PROVIDES A HYPOTHETICAL EXAMPLE ON 

PAGE 29 OF HIS SURREBUTTAL TESTIMONY THAT PURPORTEDLY 

SUPPORTS HIS ARGUMENT. IS THAT EXAMPLE VALID? 

This example is not valid. Mr. Reiker asks himself whether he can “provide an 
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example of the situation where a utility made substantial investment in assets not 

devoted to public service,” which would purportedly support the use of “non- 

accounting” data to compute the pre-tax interest coverage ratio. In his answer, Mr. 

Reiker goes on to describe a utility paying a 100% premium in purchasing the 

assets of another utility “[dlue to reasons related to management self-interest and 

not public benefit.” Reiker Sb. at 29. There are several obvious problems with 

this hypothetical example. 

First of all, I don’t see how it would ever be in the “self-interest” of a 

utility’s management to “overpay” for another utility’s assets. Mr. Reiker’s basic 

premise is illogical. Putting that aside, I don’t see how this hypothetical is 

analogous to Arizona-American’ s acquisition of the water and wastewater utility 

plant and assets of Citizens Communications Company in Arizona. Under Arizona 

law, a transaction like the transaction in Mr. Reiker’s example would require two 

different approvals from the Commission: (1) an approval to sell and transfer the 

assets, and (2) approval of debt financing to purchase the assets. Arizona- 

American obtained both of those approvals. First, in Decision No. 63584 (April 

24, 2001), the Commission authorized Citizens to sell and transfer its water and 

wastewater utility plant and assets to Arizona-American in accordance with the 

terms of a settlement agreement we negotiated with Staff, attached to the decision. 

Among other things, the Commission specifically stated, as findings of fact: 

0 Arizona-American is a fit and proper entity to acquire Citizens’ 
utility assets and Certificates and to assume Citizens’ public service 
obligations for the operation of the utility systems in Arizona. 

Staff and Arizona-American believe that approval of the Agreement 
attached hereto as Exhibit A is in the public interest. 

0 Based on our review of the evidence, Staffs recommendations in 
findings of fact No. 14 and the Agreement are reasonable and in the 
public interest. Therefore, transfer of Citizens’ water and 
wastewater utility assets and Certificates to Arizona-American 
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should be approved. 

Decision No. 63584 at 16. In the Settlement Agreement itself, Staff expressly 

agreed “that Arizona-American is a fit and proper entity to acquire the Certificates 

and that the Commission should authorize and approve the transfer of Citizens’ 

Arizona water and wastewater assets to Arizona-American on the terms set forth 

herein. No additional terms, conditions or requirements are necessary or 

appropriate.” There was never any 

suggestion of “overpayment” or any other improper conduct by Arizona- American 

made by Staff. 

Decision No. 63584, Exhibit A at 3-4. 

Moreover, in Decision No. 64002 (Aug. 30, 2001), the Commission 

authorized Arizona-American to issue debt in an aggregate principal amount not to 

exceed $180 million in order to finance the acquisition of Citizens’ water and 

wastewater utility plant and assets in Arizona. Among other things, Staff 

specifically examined Arizona-American’s ability to repay the proposed debt, and 

computed times-interest-earned and debt service coverage ratios based on various 

scenarios. The decision states: 

of the application will be 
with sound financial 

by Arizona- 
and will 

Decision No. 64002 at 7. Among the conditions recommended by Staff and 

imposed by the Commission was the requirement that the Company increase its 

equity by at least $0.69 for each dollar of acquisition debt issued by Arizona- 

American to ensure that Arizona-American’s capital structure remain reasonably 

balanced. Decision No. 64002 at 9 (Finding of Fact No. 17) and 10-11. The 
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[X. 

Q* 

A. 

Company has complied with all o these conditions, including making an infusion 

of equity capital in conjunction with the acquisition to maintain a reasonably 

balanced capital structure. 

In short, the Company’s acquisition of, and financing associated with 

acquiring Citizens’ water and wastewater assets was thoroughly reviewed and 

considered by Staff and approved by the Commission. Both the Commission and 

Staff have determined that the acquisition and the financing through the 

acquisition were in the public interest. Mr. Reiker is implicitly attacking the 

Commission’s prior decisions, which were supported by Staff, in suggesting that 

the Company grossly overpaid for Citizens’ assets or invested in assets that are not 

devoted to public service through his hypothetical example. This sort of tactic is 

improper. 

REBUTTAL TO MR. GRIMMELMANN. 

DID YOU HAVE AN OPPORTUNITY TO REVIEW THE SURREBUTTAL 

TESTIMONY FILED BY MR. GIUMMELMANN ON BEHALF OF THE 

ANTHEM COUNTRY CLUB HOMEOWNERS ASSOCIATION? 

Yes. I should note, however, that the Anthem Country Club Homeowners 

Association did not serve a copy of Mr. Grimmelmann’s testimony on Arizona- 

American or its counsel. Fortunately, one of the Staff attorneys alerted us that this 

testimony had been filed, and subsequently provided a copy of the testimony to us. 

Consequently, I did have an opportunity to review it, albeit rather quickly under 

the circumstances. Frankly, I am not sure how to respond to this testimony. 

Put simply, Mr. Grimmelmann believes that the rates and charges for water 

and wastewater services in Anthem are too high, and is very critical of what he 

calls “the inaccurate (or potentially incompetent) initial rate estimates requested by 

the former Citizens Water Company, and the acceptance of these rates by 
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[Arizona-American].” Surrebuttal Testimony of Frank J. Grimmelmann at 6. It is 

true that Anthem’s water and wastewater rates are high relative to the rates 

established for the older districts, such as Sun City and Sun City West. However, 

Mr. Grimmelmann apparently does not understand that the setting of rates is based 

on a variety of different district-specific factors, and that rates charged by water 

and wastewater utilities, as well as non-regulated municipal providers, vary widely 

based on the number of customers, amount and date of plant, level of accumulated 

depreciation, operating expenses and many other factors. 

I should also note that the initial rates approved for Citizens in Decision No. 

60975 (June 19, 1998) are actually lower than the rates initially recommended by 

Staff in that proceeding. I understand that Citizens (with the assistance of RUCO) 

were able to convince Staff to accept the lower rates and charges for service that 

Citizens proposed. In addition, as I indicated above, the Commission was aware 

that it was setting rates based on estimated customers, rate base, revenue and 

expenses, and ordered Citizens to file a rate application in 2004 using a 2003 test 

year, or within six months of the time when 3,500 “equivalent residential units” are 

being served. Arizona-American, in obtaining approval to acquire Citizens’ water 

and wastewater assets, was specifically ordered to continue to charge the existing 

rates and charges previously authorized for each of the Citizens districts in 

Decision No. 63584. Mr. Grimmelmann is probably not aware that Arizona- 

American could not have requested modifications to the rates and charges for the 

Anthem districts during the course of that proceeding. 

MR. GRIMMELMANN’S TESTIMONY CONTAINS A FAIRLY 

LENGTHY DISCUSSION ABOUT THE PURCHASE PRICE PAID FOR 

THE CITIZENS’ WATER AND WASTEWATER ASSETS AND THE 

APPROPRIATE RETURN ON EQUITY. DO YOU HAVE ANY 
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A. 

Q* 
A. 

COMMENTS ON THAT TESTIMONY? 

Frankly, I have reviewed this testimony, and I am unable to follow Mr. 

Grimmelmann’s arguments. Like some of the other parties, as discussed above, 

Mr. Grimmelmann appears to be advocating the use of an OCRB rate base, 

without regard to the current fair value of those assets. I have addressed this issue 

at length above, and will not repeat that discussion here. I also could not follow 

the logic of his discussion about the “appropriate theoretical rate of return.” Mr. 

Grimmelmann seems to assume that a return on equity of only 7.95% would allow 

a utility to double its equity every 10 years. It is not clear to me how this would be 

possible if his hypothetical company were to meet annual debt service 

requirements, pay dividends to our shareholder, and finance new plant, in addition 

to paying operating expenses and taxes. I am sorry, but I simply don’t know how 

to respond to this discussion. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes it does. 

1481250.3 
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Arizona American 
ACC Staff Rebuttal Returns 
(Source: DWC-1) 

District 
Sun City Water 

Sun City Wastewater 

Sun City West Water 

Sun City West Wastewater 

Agua Fria 

Anthem Water 

Anthem Wastewater 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 

RCND 
3.20% 

1,411,735 
627,195 

43,955,934 
13,133,941 
30,821,993 

2.55% 

3.30% 
562,884 
250,074 

17,199,992 
5,236,743 

1 1,963,249 
2.61 % 

5.00% 
773,345 
343,576 

15,314,756 
7,194,740 
8,120,016 

5.29% 

4.70% 
575,975 
255,890 

12,222,469 
5,358,526 
6,863,943 

4.66% 

5.90% 
1,076,571 

478,291 
18,283,746 
10,015,774 
8,267,972 

7.24% 

6.20% 
598,784 
266,023 

9,629,285 
5,570,726 
4,058,559 

8.20% 

6.30% 
176,479 

OCRB 

1,411,735 
627,195 

21,853,479 
13,133,941 
8,719,538 

9.00% 

6.50% 

6.50% 

562,884 
250,074 

8,713,382 
5,236,743 
3,476,639 

9.00% 

6.50% 
773,345 
343,576 

11,971,281 
7,194,740 
4,776,54 1 

9.00% 

6.50% 
575,975 
255,890 

8,916,017 
5,358,526 
3,557,491 

9.00% 

6.50% 
1,076,571 

478,291 
16,665,182 
10,015,774 
6,649,408 

9.00% 

6.50% 
598,784 
266,023 

9,269,095 
5,570,726 
3,698,369 

9.00% 

6.50% 
176,479 

FVRB 
4.20% 

1,411,735 
627,195 

32,904,707 
13,133,941 
19,770,766 

3.97% 

4.30% 
562,884 
250,074 

12,956,687 
5,236,743 
7,719,944 

4.05% 

5.70% 
773,345 
343,576 

13,643,019 
7,194,740 
6,448,279 

6.66% 

5.40% 
575,975 
255,890 

10,569,243 
5,358,526 
5,210,717 

6.14% 

6.20% 
1,076,571 

478,291 
17,474,464 
10,015,774 
7,458,690 

8.02% 

6.30% 
598,784 
266,023 

9,449,190 
5,570,726 
3,878,464 

8.58% 

6.40% 
176,479 



Tubac Water 

Havasu Water 

Mohave Water 

Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
Interest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

Required Rate of Return 
Revenue Requirement 
lnterest Expense 
Rate Base 

0.601 Debt Rate Base 
Equity Rate Base 
Equity Return 

78,405 
2,790,224 
1,641,853 
1,148,371 

8.54% 

4.20% 
72,847 
32,364 

1,734,478 
677,724 

1,056,754 
3.83% 

4.60% 
53,109 
23,595 

1,142,665 
494,092 
648,573 

4.55% 

4.70% 
61 8,688 
274,866 

13,216,710 
5,755,910 
7,460,800 

4.61% 

78,405 
2,731,868 
1,641,853 
1,090,015 

9.00% 

6.50% 
72,847 
32,364 

1 ,I 27,661 
677,724 
449,937 

9.00% 

6.50% 
53,109 
23,595 

822,117 
494,092 
328,025 

9.00% 

6.50% 
61 8,688 
274,866 

9,577,221 
5,755,910 
3,821,311 

9.00% 

78,405 
2,761,046 
1,641,853 
1 ,I 19,193 

8.76% 

5.10% 
72,847 
32,364 

1,431,070 
677,724 
753,346 

5.37% 

5.40% 
53,109 
23,595 

982,391 
494,092 
488,299 

6.04% 

5.40% 
618,688 
274,866 

11,396,966 
5,755,910 
5,641,056 

6.09% 
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FENNEMORE CRAIG 
Norman D. James (No. 006901) 
Jay L. Shapiro 0.014650) 

Suite 2600 
Phoenix, Arizona 85012 
Attorneys for Arizona-American 
Water Company, Inc. 

3003 N. Centra i" Avenue 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WEST WATER AND WASTEWATER 

APPLICATION OF ARIZONA- 

DISTRICTS. 
IN THE MATTER OF THE 
APPLICATION OF ARIZONA- 
AMERICAN WATER COMPANY, INC., 
AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WATER AND WASTEWATER 
DISTRICTS. 
IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS MQHAVE 
WATER AND HAVASU WATER 
DISTRICTS. 

APPLICATION OF ARIZONA- 

DOCKET NO. WS-01303A-02-0867 

DOCKET NO. WS-01303A-02-0868 

DOCKET NO. W-01303A-02-0869 
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IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS ANTHEM 
WATER, AGUA FRIA WATER AND 
ANTHEWAGUA FRIA WASTEWATER 
DISTRICTS. 
IN THE MATTER OF THE 
APPLICATION OF ARIZONA- 
AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS TUBAC 
WATER DISTRICT. 

APPLICATION OF ARIZONA- 
DOCKET NO. WS-01303A-02-0870 

DOCKET NO. W-01303A-02-0908 

REJOINDER TESTIMONY OF 

FREDRICK K. SCHNEIDER 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

11. 

Q* 

A. 

INTRODUCTION, PURPOSE AND NATURE OF TESTIMONY. 

WHAT ARE YOUR NAME, EMPLOYER AND OCCUPATION? 

My name is Fredrick K. Schneider, Manager for Arizona American WateI 

Company (“Arizona-American” or “Company”). 

ARE YOU THE SAME FREDRICK K. SCHNEIDER THAT FILED 

REBUTTAL TESTIMONY IN THIS MATTER? 

Yes. In that testimony, I adopted both the Direct Testimony of Robert J. Kuta and 

the Supplement to Direct Testimony of Robert J. Kuta as my own testimony in this 

proceeding, in addition to providing rebuttal testimony on other issues. 

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY IN THIS 

PROCEEDING? 

The purpose of my rejoinder testimony is to respond to certain surrebuttal 

testimony submitted by the Arizona Corporation Commission’s Utilities Division 

Staff (“Staff”) and the Town of Youngtown (“Youngtown” or “Town”) in this rate 

proceeding. In addition, I will provide information regarding issues raised during 

the recent public comment session the Commission held for the Company’s 

Anthem water and wastewater customers. 

RESPONSE TO YOUNGTOWN’S REOUEST FOR FIRE FLOW 
IMPROVEMENTS. 

HAVE YOU REVIEWED THE SURREBUTTAL TESTIMONY OF JESSE 

MENDEZ, YOUNGTOWN’S PUBLIC WORKS DIRECTOR? 

Yes, Mr. Mendez filed surrebuttal hrther explaining Youngtown’s call for the 

Commission to order Arizona-American to prioritize fire flow improvements in the 

Youngtown portion of the Company’s Sun City water district. It is unfortunate 

that Youngtown initially relied solely on its out-of-state consultants to make this 

request, but now that Youngtown has decided to speak up for itself, the Company 
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1 has a chance to further respond to Youngtown’s demands. 

IS MR. MENDEZ CORRECT THAT YOUNGTOWN HAS PREVIOUSLY 

REQUESTED THAT THE COMPANY ADDRESS THE TOWN’S 

CONCERNS OVER FIRE FLOW? 

I have determined that Youngtown previously voiced concerns regarding the 

adequacy of fire hydrants in the Town to Mr. Kuta, who held the position of 

Manager before me. Mr. Kuta assured Youngtown that the Company would 

address their concerns and followed up with Mr. Fooks on at least two occasions. 

Due to my short tenure as Manager, I was previously unaware of these prior verbal 

discussions. 

Q. 

A. 

Q. PRIOR TO THEIR DIRECT TESTIMONY IN THIS CASE, DID 

YOUNGTOWN ADVISE THE COMPANY OF THEIR DESIRE THAT 

PRIORITY TREATMENT BE GIVEN TO THE FIRE FLOW ISSUE? 

I do not believe so. Mr. Kuta has indicated no such communication, and there is 

no correspondence, other documentation or follow-up meetings that would be 

typical of a request for priority treatment. 

A. 

Q. DID YOUNGTOWN HAVE DISCUSSIONS WITH THE COMPANY 

REGARDING ITS INTERVENTION? 

Yes, Youngtown came to us about its desire to reduce its water service costs by 

changing to a lower cost irrigation rate for the Maricopa Lake, a recreational lake 

in the Town. Mr. Kuta informed Youngtown’s Mayor that this rate was not 

available to Youngtown, that the Company could not unilaterally modify its tariff 

and that the Town should consider moving to intervene in the rate case. See Letter 

to Youngtown from Rob Kuta, January 7, 2003, copy attached hereto as Schneider 

Rejoinder Exhibit 1. Youngtown did not mention it would also be intervening to 

demand priority treatment be given to their request for enhanced fire flow service. 

A. 
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TESTIFIED THAT YOUNGTOWN WANTS ENHANCED FIRE 

FLOW SERVICE. IS ARIZONA-AMERICAN REQUIRED TO PROVIDE 

THE REQUESTED SERVICE? 

Not really. In accordance with the Arizona Administrative Code R14-2-407.E, the 

Company is required to provide a minimum delivery pressure of 20 psi at the 

customer’s meter or delivery point. There is no further requirement imposed on 

the Company by Commission rule or regulation or by any other governmental 

entity with applicable jurisdiction. Nevertheless, Youngtown wants Arizona- 

American to commence a study and then make improvements that would allow the 

Company to provide greater flows to Youngtown’s fire hydrants. 

IS THE COMPANY CURRENTLY PROVIDING LEVEL OF SERVICE 

REQUIRED BY THE COMMISSION? 

Yes, currently the Sun City water district provides water deliveries at pressures 

that meet or exceed this minimum pressure requirement, including all locations 

within the Town of Youngtown. In fact, Youngtown is not claiming that the 

Company has fallen short of this requirement. Prefiled Surrebuttal of Jesse 

Mendez (“Mendez Sb.”) at 4. 

YET, MR. MENDEZ REPEATEDLY TESTIFIES THAT THE 

WATERLINES WITHIN YOUNGTOWN ARE “SUB-STANDARD”. DO 

YOU AGREE? 

No, I do not and I note that despite Mr. Mendez’ recurring assertion, he never 

identifies this so-called standard. In any event, the Company’s waterlines within 

the Town of Youngtown meet all applicable standards, including the governing 

standards at the time they were installed by Youngtown, and these facilities 

continue to provide safe and reliable water service to the customers within the 

community. 
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EXCUSE ME MR. SCHNEIDER, DID YOU SAY THAT THIS SYSTEM 

WAS ACQUIRED FROM YOUNGTOWN? 

That is correct. Arizona-American’s predecessor, Citizens’ Sun City Water 

Company, purchased the water system serving Youngtown in 1996. It is 

somewhat ironic then that Mr. Mendez is now claiming that the system 

Youngtown built and then sold is inadequate for the very purpose intended when it 

was constructed and then later sold. 

DO YOU AGREE WITH MR. MENDEZ THAT SINCE 1996 THE 

YOUNGTOWN WATER SYSTEM HAS BEEN UPGRADED ONLY TO 

PROVIDE WATER SUPPLY TO NEW DEVELOPMENTS? 

No. As pointed out in my rebuttal testimony, there have been a number of 

improvements since the water system was acquired from the Town with 

Citizens/Arizona-American spending a significant amount of money to upgrade 

this water system for reasons other than providing water supply to new 

development. For instance, on behalf of the Town, Mr. Mendez himself 

previously asked the Company to replace several sections of waterline within 

Youngtown as part of their alley improvement capital plan. The Company readily 

agreed to develop a plan to replace all of the impacted waterlines and has met all 

of the time frames set forth by the Town. Similarly, the interconnection of the Sun 

City and Youngtown system was an upgrade to make water service to the Town 

more reliable. 

IT SOUNDS LIKE THE COMPANY HAS PREVIOUSLY HAD A GOOD 

RELATIONSHIP WITH THE TOWN OF YOUNGTOWN? 

I believe that has been the case, particularly since the Company assisted the Town 

by acquiring its water and wastewater systems so Youngtown could get out of the 

water and wastewater utility business. This brought the benefit of substantially 

Q- 

A. 

Q- 

A. 

Q* 

A. 
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lower rates to Youngtown residents and businesses and I would describe the 

Company’s relationship with the Town as strong and positive. In fact, Arizona- 

American’s commitment to service within the Town was an important reason the 

Town has recently been able to accommodate nearly 800 new single-family homes 

within its municipal limits. 

THEN HOW DOES THE COMPANY RESPOND TO MR. MENDEZ’ 

TESTIMONY THAT ARIZONA-AMERICAN IS TAKING A “CAVALIER 

ATTITUDE” AND FAILING TO ACT AS A “GOOD CORPORATE 

CITIZEN”? 

Mr. Mendez’ testimony in this regard, including his allegation that Arizona- 

American is completely ignoring its duty as a certified utility to provide safe and 

reliable water service to its customers is nonsense. It is also offensive. To begin 

with, no party in this proceeding has identified a single regulatory or legal 

requirement that Arizona-American is supposed to have violated in its provision of 

water and wastewater utility service. This is a result of our commitment to service. 

Moreover, contrary to Mr. Mendez’ unsupported allegations, we take the 

concerns expressed by our customers as well as our regulators very seriously. 

Youngtown’s concerns over fire flow service are no different. We have committed 

to address Youngtown’s concerns and will do so through sound utility planning. 

But, we do not feel it is “cavalier” to question Youngtown’s attempt to use this rate 

proceeding to “cherry-pick” priority treatment, particularly given the Town’s lack 

of any expressed willingness to fund the special treatment being requested. 

Youngtown has chosen to involve itself in this rate proceeding, to challenge 

the Company’s request for rate increases in the Sun City water and wastewater 

districts. In doing so, the Town now seeks to reduce the amount of the Company’s 

fair value rate base, in addition to an order somehow tying rate increases to 

Q. 

A. 

I 
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Q* 

A. 

Q- 

A. 

addressing Youngtown’s concerns on a priority basis. Obviously, Mr. Mendez and 

the Town do not understand that that the Company is not required to provide the 

enhanced service the Town requests, nor are they giving due consideration to the 

Company’s needs to address issues impacting more than 1 15,000 customers across 

the State or to the impacts the improvements they seek could have on customers in 

Sun City, Peoria or Surprise, which are also served by the Sun City water district. 

Who is really being cavalier? 

HOW WILL THE COMPANY MOVE FORWARD TO ADDRESS 

YOUNGTOWN’S FIRE FLOW CONCERNS? 

As stated in my rebuttal testimony, the process must involve additional discussions 

with Youngtown and Fire District Officials to better understand their concerns and 

the desired time frame for improvements. Those concerns will then need to be 

evaluated in context of the larger integrated Sun CityKoungtown system. We 

must directly involve the residents and businesses, both inside and outside of 

Youngtown, impacted by such improvements because it would not be fair, we 

believe, for these residents and businesses to suddenly face an obligation to pay for 

something that they do not understand and may not have wanted. Our experience 

has shown that when the Company is allowed to work with its customers, Le., the 

residents and businesses it serves in a community, a great deal can be 

accomplished without unnecessary regulatory red-tape. This would certainly be 

true of the fire flow concerns the Town has raised. 

IS YOUNGTOWN THE ONLY SYSTEM IN THE METRO PHOENIX 

AREA THAT HAS THIS PROBLEM? 

No, I am aware of these same circumstances in other systems, both private water 

systems and large municipal water service providers. This problem is somewhat 

typical of an older system that was designed without fire flows being a priority. As 

1481010.2 -6- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Mr. Mendez states in his testimony, he managed the water system planning, 

design, construction and operation for 23 years. The newer fire code driving this 

issue was adopted post-Citizens’ purchase in 1996 and long after the system was 

constructed under M i .  Mendez’s supervision. In any case, fire flows were 

obviously not a high priority for Youngtown when this system was designed and 

constructed or when it was later sold and the standard of service was surely much 

lower then the one the Town now demands of Arizona-American. 

Again, this is not an uncommon phenomenon. Once a community adopts a 

new fire code, all new developments are required to satisfy the new requirements. 

Typically, however, there are no provisions to immediately update an entire 

existing water system to meet new code requirements impacting new construction, 

as one can imagine the costs of such a retrofitting. The same is true, for instance, 

when new electric codes are adopted. Homeowners and businesses are not 

required to meet the new construction requirements until such time as they are 

expanding or remodeling their structures. The same holds true for roadways and 

drainage projects. We live in a growing community and in a regulatory 

environment that is constantly changing. It is unrealistic to believe that existing 

infiastructure can be “upgraded” on demand every time those regulations are made 

more stringent. 

HAS ARIZONA-AMERICAN EVER BEEN ASKED TO PERFORM THIS 

TYPE OF ANALYSIS AND IMPROVEMENTS IN ANY OF ITS OTHER 

WATER DISTRICTS. 

Yes. In the Paradise Valley water district, the Town of Paradise Valley and 

community representatives have worked for many years to jointly plan and 

upgrade the water system serving Paradise Valley. This system was also 

constructed decades ago when requirements were less stringent than they are 

Q. 

A. 

I 
1481010.2 -7- 
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Q. 

A. 

today. Over the years, studies have been completed and projects constructed to 

upgrade the system in a planned and systematic way. Projects first addressed 

supply issues, followed by transmission and distribution needs, and now fire flow 

improvements are being planned. 

PLEASE DESCRIBE THE PROCESS USED TO PLAN THE FIRE FLOW 

IMPROVEMENTS IN PARADISE VALLEY. 

In a continuing process of communication between the Town of Paradise Valley 

and the Company, the Town of Paradise Valley and community leaders, including 

a number of residents, approached Arizona-American in a spirit of cooperation and 

asked the Company to participate in the Town’s Water Committee meeting earlier 

this year. At this meeting, the Company presented an overview of the Paradise 

Valley water district system, discussed the provisions of water utility service under 

Commission regulation, specifically identifying the lack of a Commission 

requirement to provide fire flow, the current fire flow capabilities of the system as 

well as its current capital improvement program. 

During this meeting, a formal request was made of the Company to study 

the fire flow availability with cooperation from the Town of Paradise Valley and 

these community leaders. A water users’ task force was formed to assist the 

company in determining priorities for additional capital improvements. The 

Company hired a facilitator, who in turn worked with the Town of Paradise Valley 

to create the “Paradise Valley Water Users Group.” The Company also hired a 

consulting firm to revise the current water model for the Paradise Valley water 

system to allow the Paradise Valley Water Users Group to evaluate the issue. 

This past summer, Arizona-American attended the first Water Users Group 

meeting. The majority of this meeting concerned setting the ground rules of the 

group and learning the basics of water system operations. The selected consultant 

148 1010.2 -8- 
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Q. 

A. 

presented Water Systems 101, an overview of water system basics including a 

discussion on water modeling and hydrant testing for fire flow. The Town of 

Paradise Valley and the Water Users Group adopted a fire flow criteria that it 

wanted to meet in collaboration with the fire department. Over the next three 

months, these meetings continued with the Water Users Group working with the 

selected consultant and the Company to discuss setting priorities for system 

improvements. The group then came up with a prioritized list of projects using 

agreed upon criteria and this list was presented to the Company. With the 

proposed updated capital improvement plan, Arizona- American then developed a 

rate impact analysis and the group, with full knowledge of the rate impacts, 

recommended a six-year capital improvement program for fire flow. The Users 

group endorsed this program and the first of the prioritized projects is scheduled to 

begin design next year. 

In other words, throughout this process, all stakeholders worked together in 

a spirit of cooperation to address concerns with due consideration of the funding of 

both necessary studies and improvements. Neither the Town of Paradise Valley 

nor its residents demanded that Arizona-American step in and immediately 

prioritize their concerns, nor did they seek to use a rate case to hold a regulatory 

hammer over the Company’s head. 

HOW DOES THIS EFFORT IN PARADISE VALLEY COMPARE WITH 

YOUNGTOWN’S DEMAND FOR A FIRE HYDRANT WATER SERVICE 

IMPROVEMENT PLAN IN THIS RATE PROCEEDING? 

To begin with, the Paradise Valley water district is much smaller than the 

Company’s Sun City water district, within which Youngtown is located. The 

Paradise Valley water district comprises nearly 5,000 homes and covers an area of 

approximately 8.5 square miles while the Sun City water district comprises nearly 

1481010.2 -9- 
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Company and Paradise Valley have been working on improvements for many years 

and had the benefit of previous studies and existing system models of the water 

system. In contrast, the Company does not have a comprehensive model of the 

Sun City/Youngtown system. This means that any planning efforts in the Sun City 

water district are going to take significantly longer, as the Company cannot simply 

address Youngtown's part of the integrated system without addressing the system 

as a whole. It is quite possible that these same fire flow concerns may apply to 

older parts of the Sun City system as well as to Youngtown. Again, this type of 

detailed analysis for a system without the benefit of existing studies and system 

models would be a major undertaking. Additionally, as Mr. Mendez states in his 

testimony, the existing records for the Youngtown system do not show the 

facilities in sufficient detail, adding a significant amount of work and cost to 

develop the required data for the analysis. Mendez Sb. at 2. 

Moreover, Youngtown is using this forum, where it also seeks to deprive 

the Company of a just and reasonable return on the fair value of its property, to 

mandate that Arizona-American fund a similar study and improvements with only 

the Company, the Town and the Fire District being involved. Rather than a 

cooperative effort, Mr. Mendez testifies that the Town has already decided upon a 

five-year improvement program for the waterlines they believe should be 

improved. Mendez Sb. at 7. We do not even know the extent of improvements 

that would be needed to enhance fire flow service and there has been no 
involvement of ratepayers. The Company is adamantly opposed to funding this 

type of study and improvement program without the direct involvement and 

representation of both the Youngtown and Sun City ratepayers and firmly believes 

the additional regulatory handholding Youngtown wants is totally inappropriate, as 
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Q. 

A. 

Q. 

A. 

Q* 

well as bad prec dent. 

WHY DOES ARIZONA-AMERICAN HAVE TO CONSIDER THE 

IMPACTS ON THE ENTIRE SUN CITY WATER SYSTEM? 

Because the Youngtown water system is no longer a stand-alone system with its 

own wells, storage tanks and booster stations. As part of our upgrades and 

commitment to provide reliable water service, the smaller Youngtown system 

purchased in 1996 was interconnected to the Sun City water system, and, to 

properly evaluate the improvements needed, if any, the entire system would need 

to be modeled. Moreover, the rates charged in Youngtown are the same as the 

rates in Sun City, there is no separate revenue requirement. Therefore, recovery of 

the costs Youngtown suggests the Company simply address in a future rate case 

could impact customers throughout the Sun City water district. 

IS ARIZONA-AMERICAN REFUSING TO ADDRESS YOUNGTOWN’S 

FIRE FLOW AND HYDRANT CONCERNS? 

No, contrary to Mr. Mendez’s testimony, it is not. See Mendez Sb. at 8. I have 

previously testified to our commitment to incorporating these concerns into our 

long-range planning efforts, outside of this rate proceeding, where Youngtown’s 

demands are misplaced. Or, if Youngtown’s residents and community leader? 

want to join the Town and approach Arizona-American in the spirit of cooperation 

as Paradise Valley did, with due recognition of the need for prudent long-rangr 

planning on a system-wide basis as well as the hurdles the Company faces beforr 

Youngtown’s concerns can be addressed, we would be happy to open up i 

dialogue. 

SO YOU AGREE WITH MR. MENDEZ THAT ARIZONA-AMERICAP 

SHOULD DO WHAT IS NECESSARY TO PROVIDE SAFE ANI: 

RELIABLE WATER SERVICE TO IT’S CUSTOMERS. 

1481010.2 -11- 
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A. 

Q. 

A. 

111. 

Q. 

already occurring. It is my testimony that our water utility service in Youngtown, 

and everywhere in our system for that matter, meets, and in many cases exceeds, 

all applicable water quality requirements. As for reliability, I am not aware of a 

single complaint in relation to the reliability of water service in the Sun 

CityNoungtown area. Any changes to upgrade that service must be shown to the 

Commission to be reasonable and prudent so that the Company is assured cost 

recovery. 

WHY THEN DOES ARIZONA-AMERICAN BELIEVE IT IS 

INAPPROPRIATE THAT YOUNGTOWN IS USING THIS FORUM TO 

RAISE ITS CONCERNS AND LET THE COMMISSION ENSURE THAT 

YOUNGTOWN RECEIVES ADEQUATE AND RELIABLE SERVICE? 

Let me make it clear-the Company is not discounting Youngtown’s concerns. I 

am, instead criticizing its methods and short-sightedness. The Town is getting 

adequate and reliable service today. Again, there is no claim that any rule, 

regulation, order, or other law is being violated by Arizona-American. If every 

customer group can intervene in a rate case seeking special priority attention and 

as a result obtain an order requiring the Company to provide enhanced services, 

where will it end? The Company serves 115,000 customers in Arizona. The 

Commission regulates utility services to millions of ratepayers. We are a good 

Company with an enviable compliance record. We ought to be allowed to make 

capital budgeting and operational decisions without unnecessary regulatory 

oversight. 

THIRD AMENDMENT TO THE TOLLESON AGREEMENT. 

STAFF AND RUCO ARGUE THAT RECOVERY OF THE INCREASED 

COSTS BEING IMPOSED UNDER THE THIRD AMENDMENT TO THE 

148 101 0.2 12- 
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No, these costs are, to a significant extent, real and being incurred now. For 

instance, to date, the Company has been invoiced $120,000 under the new Rate 

Component Three. See Invoices attached hereto as Schneider Rejoinder Exhibit 2. 

These represent real costs that have been paid for by the Company to provide 

wastewater treatment today, not at the time of the Company’s next rate case. 

WHAT IS THE STATUS OF THE COSTS ARIZONA-AMERICAN IS 

INCURRING UNDER RATE COMPONENT FOUR OF THE THIRD 

AMENDMENT TO THE TOLLESON AGREEMENT. 

To date, Tolleson has only spent $48,770, of which the Company will soon be 

invoiced for its pro rata share. However, Tolleson has now identified the low 

bidder and is in the final stages of negotiations prior to the execution of the 

contract for construction of the major improvements identified in the Third 

Amendment. We have previously estimated that Arizona-American’s share of 

these improvements will be $10,000,000 through 2008. 

HOW WILL THE COMPANY’S SHARE OF THESE MAJOR COSTS BE 

RECORDED ON ITS BOOKS? 

In accordance with Commission Decision No. 66386 (October 6, 2003), it will be 

recorded as a deferred debit (NARUC Account 186.2) and not as the Company’s 

plant investment, as the testimony of Staff and RUCO seems to indicate. 

Surrebuttal Testimony of Darren W. Carlson at 10-1 1; Surrebuttal Testimony of 

Marylee Diaz Cortez at 15. Arizona-American’s agreement with Tolleson is 

similar in nature to an O&M agreement. Therefore, despite the contributions the 

Company makes, Tolleson’s plant improvements are not the property of Arizona- 

American. I guess it can be looked at this way--the Company is paying an expense 

A. 

Q. 

A. 

Q. 

A. 

TO ESO AGREEMENT SI 

RECOVERY. DO YOU AGREE? 

0 JLD BE DEFERRED FOR FUTURE 

I 
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IV. 

Q* 

A. 

Q- 
A. 

as a condition of continued wastewater treatment service from Tolleson for its Sur 

City wastewater district, and this payment will be invested by a third-party 

Tolleson, in order to ensure it can meet its contractual obligation to provide tha 

treatment service. 

It is also important to remember that this arrangement currently benefit! 

ratepayers because the Company does not own its own treatment facility and thc 

costs under the Tolleson Agreement are far less than the costs associated wit1 

constructing our own facility. Because these costs and benefits are being realizec 

now by current ratepayers, Arizona-American is asking for the Commission tc 

treat these contractual obligations as an operating expense and has requested tha 

recovery begin now, in a manner that ensures that the Company recovers amount: 

actually incurred to provide this service to customers. Frankly, I cannot see thc 

problem with this arrangement, as there will be no harm, unless, of course, thc 

Company is forced to incur substantial expenses without being authorizec 

concurrent recovery, as Staff and RUCO recommend. 

ANTHEM WATER QUALITY AND SERVICE ISSUES. 

WERE YOU PRESENT DURING THE COMMISSION’S RECEN? 

PUBLIC COMMENT SESSION IN ANTHEM? 

Yes, I was and I heard some concerns voiced by customers related to water quality 

Generally, these concerns focused on a recent probIem with discolored water in thc 

Anthem water district. 

WOULD YOU PLEASE COMMENT ON THESE CONCERNS? 

Certainly. We typically receive a few complaints each year from our customen 

due to the water being high in Total Dissolved Solids or TDS, a complain. 

basically related to hard water. To combat this situation, the homebuilders ir 

Anthem offer a water softening system that can be installed in the customer’f 

1481010.2 -14- 
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Q* 

A. 

home. Additionally, we sometimes receive taste and odor complaints around 

August through October, when Anthem’s source water from Lake Pleasanl 

experiences higher levels of blue green algae, which produce unpleasant musty, 

earthy tastes and odors. These side effects are purely aesthetic and are not harmhl 

in any way. However, this year we experienced a new incident where the source 

water quality changed dramatically and our treated water turned a yellowish color. 

COULD YOU EXPLAIN THE CAUSE OF THE COLORED WATER 

INCIDENT AT ANTHEM? 

I can try. On Friday, September 5, 2003, Anthem staff and Anthem customers 

noticed a yellowish color in the finished water being produced by the Anthem 

surface water treatment plant. The source of the color was believed to be due to a 

change in water quality from the Central Arizona Project canal and from Lake 

Pleasant. Chlorine residual and turbidity samples at the plant were increased 

immediately to ensure continued adherence to all applicable health and safety 

standards. Distribution sampling for chlorine was also immediately increased. 

The addition of powder activated carbon to the treatment process began almosl 

immediately to mitigate the effects of any source water issues. 

An investigation on source water quality also began on September 5, 2003, 

Then, on Monday, September 8, 2003, the next day labs were open, source wate1 

samples were taken for metals. The results of these samples confirmed the source 

of the discolored water, higher than normal levels of manganese were present in 

the Lake Pleasant source water. This occurred because the water being removed 

from Lake Pleasant at this time of year is from the lower levels of the lake. WateI 

entering the Lake Pleasant Dam lower gates has almost no oxygen in it due tc 

temperature stratification of the lake. The low oxygen water is under reducing 

conditions, which allows the biota in the lake to utilize any available oxygen 

148 1010.2 -15- 
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A. 

Q. 

A. 

Q. 

A. 

molecule. The most ikely available oxygen being utilized in these conditions are 

from manganese bicarbonates and manganese sulfates. When the natural lake biota 

utilizes available oxygen molecules fi-om these compounds, the manganese is 

liberated to the water column. When water containing manganese is treated with 

chlorine, the water turns yellow. 

On September 8, 2003, the Company began using a treatment chemical 

called potassium permanganate in Anthem. This chemical oxidizes the liberated 

manganese in the water causing it to precipitate out. An immediate improvement 

was noted, although the correct amount of potassium permanganate to add to the 

water could not immediately be determined due to changing source water 

conditions and due to the analysis time needed for the lab to obtain sampling 

results. However, by Saturday, September 13, 2003, discolored water coming 

from the plant was at non-detectable levels and a system wide flushing program 

was initiated on Sunday, September 14, 2003. By Monday, September 15, 2003, 

the discolored water issue was resolved throughout the Anthem water system. 

WAS THE WATER EVER UNSAFE FOR CONSUMPTION? 

Absolutely not. The taste, odor and color was a cosmetic or aesthetic effect, but 

there was never any adverse health or safety risk. 

DO YOU KNOW WHETHER OTHER WATER PROVIDERS IN THE 

PHOENIX AREA HAVE EXPERIENCED A SIMILAR SITUATION? 

Yes, this same phenomenon was experienced by the City of Scottsdale and the City 

of Glendale. 

WHAT PREVENTIVE MEASURES DID THE COMPANY PERFORM TO 

ENSURE THE WATER IT PROVIDES TO THE CUSTOMERS AT 

ANTHEM REMAINED SAFE? 

Microbiologic sampling for that month was tripled to ensure the safety of the 

148 10 10.2 -16- I 
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water. Additionally, numerous water samples were taken to track down the source 

of the problem as mentioned earlier. According to the EPA, the level of manganese 

in the Anthem drinking water has no ill health effects. 

WHAT REGULATORY AUTHORITIES WERE CONTACTED IN 

RELATION TO THIS INCIDENT? 

Maricopa County Environmental Services Department and the Arizona 

Department of Environmental Quality were informed of the situation and 

consulted with to find the solution. The Company also notified the cities of 

Phoenix, Scottsdale and Glendale of this source water issue so they could adjust 

their treatment processes to correct this problem. 

WHAT TYPE OF PUBLIC COMMUNICATION WAS PERFORMED TO 

NOTIFY THE EFFECTED CUSTOMERS? 

Arizona-American immediately notified our call center to inform them of the 

situation. Additionally, as we learned more about the situation and gathered 

information, the call center was notified so that they could inform the calling 

customers. Unfortunately, that led to the customers feeling as though the story was 

constantly changing. 

WHAT OTHER THINGS WERE DONE TO COMMUNICATE WITH THE 

CUSTOMER? 

The Company was interviewed by two local news channels regarding this colored 

water incident and a press release explaining the colored water issue was published 

in the local newspaper, The Desert Advocate, on September 17, 2003. A notice 

explaining the problem and the resolution, as well as the lack of any adverse health 

or safety concerns, was mailed to all Anthem residents on September 18,2003. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes it does. 

Q. 

A. 

Q* 

A. 

Q- 

A. 

Q* 
A. 

1481010.2 -17- I 
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January 7,2003 

Daphine J. Green 
Mayor 
Town of Youngtown 
12030 Clubhouse Square 
Youngtown, Arizona 85363 

SUBJE CT: IRRIGATION WATERTAFUFF 

Maricopa Lake 

Dear Mayor: 

u Earlier last month I had the pleasure of meeting with Town Manager, Mr. Mark 
Fooks, and Public Works Director, Jesse Mendez, ta discuss Axiz~na-Axnerican Water 
Company’s ( AAWC’s) service to the T own o f Y oungtown (the “Town”). 0 ne o f t he 
discussion points covered in our meeting concerned Maricopa Lake and the desire by the 
Town to reduce its cost of water service by, among other things, changing service to a 
lower cost irrigation water rate rather than the current convention of billing pursuant to 
the g m d  rate tariff. While the water district serving the Town does in fact have in its 
existing rate structure an irrigation water tariff, that rate is currently not available to the 
Town’s water accounts. 

I 
1 
I 

AAWC does not have the authority to change rates for services to its customers; 
that power rests with the Arizona Corporation Commission. As you how, in Novmber 
2002, AAWC submitted applications for general rate increases for many of its water and 
wastewater systems, ‘including the district serving Youngtown. Tzlis generd rate 
proceeding provides an appropriate regulatory forum for the Town to request a revision 
to the irrigation water rate to allow it to cover service to the Town. The Town may do so 
by moving to intervene in the rate proceeding for such purpose. AAWC would not 
oppose such a motion and believes that this course of action will best suit both the needs 
of the Town and the resources of the ACC. Assuming the Town can demonstrate that the 
requested rate change is in the public interest and that no other party to the proceeding 
opposes the Town’s requestjt will likely be granted. 

. 



Kuta to Green 

1/7/2003 
'W Page 2 

I trust that you will contact me should you have concerns on this matter or any other 
issues reIated to your service from AAWC. 1 look forward to continuing to work closely 
with your staff to learn how we may better serve Youngtown. 

Sincerely, 

Robert J. Kuta 
Manager 
Arizona-American Water Company 

C: Mark Fooks, Town of Youngtown 
Ray Jones, AAWC 
David Stephenson, AWSC 
Brian Biesemeyer, AAWC 
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11/07/03 FRI 16:41 FAX 623 933 0032 AZ-MER. WATER CO. @lo02 

CITY OF TOLLEON 
9555WEST VAN WREN 

TOLCEON , AZ $5353 
Phone:(623) 936-71 11 ext 2708 

8.. 

(623)936-7111 
INVOICE NO. 
AAwc-09-03 

TO: ARIZONA-AMERICAN WATER COMPANY 
SUN CITY SEWER COMPANY 
A m :  BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN CITY, E85372 

1016/2003 Industrial wastewater charges for the month 
bf SEPTEMBER 2003 

25.1 5% 98.71 7 ‘1 ,OOO gals used - SCSC E 

384,503 Total plant flow 

Total 0 &M $ 224,722.66 x 

96,711 SCSCS gal. Used X 

TO PAY AT END OF FISCAL YEAR 

REPLACEMENT AND CONTINGENCIES RESERVE 

CAPITAL RESERVE BANCE FOR FY2004 
CAPITAL RESERVE BAUWCE 9/3o/2003 
PLUS: ADDITION PRESENT BILLING 
PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTlAY FOR MAY 
BAYWCE OF CAPITAL OUTLAY 

TOTAL. AMOUNT DUE THIS INVOICE 

25.1 5% $ 56,522.71 

0.666 .$ 64,409.53 

$ (7,886.81) 

$ 20,000.00 

$ 59,600.86 
$ 20,000.00 

$ 25.93 
$ 79,626.81 

s 84,409.53 - 

DUE ON OR BEFORE: 
ER: (623)936-’711 I 



I 11/07/03 FRI 16:41 FAX 623 933 0032 
., 

s -  
AZ-AMER. WATER CO. #002 

CrrY OF TOLLEON 

TO: 

9555WEST VAN WREN 
TOUEON , AZ 85353 

fax: (623)936-7111 
Pbe(623)  936-71 11 ext 2708 

1NVOlCE NO. 
AAwc-09-03 

ARIZONA-AMERICAN WATER COMPANY 
SUN CrrY SEWER COMPANY 
ATTN: BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN CITY AZ 85372 

-I I -  

DATE DESCRIPTION AMOUNT 

1016/2003 Industrial Wastewater charges for the month 
of SEPTEMBER 2003 

98.71 I '1 ,OoO gats used - SCSC 
384,503 Total plant flow 

25.1 5% 

Total 0 &M $ 224,722.66 x 25.15% $ 56,522.71 

96,711 SCSCS gal. Used X 0.666 $ 6.6,409.53 

TO PAY AT END OF FISCAL YEAR $ (7,886.81) 

REPLACEMENT AND CONnNGENClES ESERVE $ 20,000.00 

CAPITAL RESERVE BANCE FOR FY2004 
CAPiTAL RESERVE 8AlANCE 4/30/2~ $ 59,600.86 
PLUS: ADDITION PESENT BILLING $ 20,000.00 

LESS: CAPITAL OU'rlAY FOR MAY $ 25.95- 
PLUS: INTEREST EARNINGS 

BAlANCE OF CAPITAL OUTLAY $ 79,626.8L 

TOTAL AMOUNT DUE THIS INVOICE s $4,409.53 

DUE ON OR BEFORE: 1013012003 



I 11/07/03 FRI 16:41 FAX 623 933 0034 

TOTAL PLANT FLOW 

Peoria Actual 

Sun City Actual 

95th Avenue 

Phoenix 

PERCENTAGES 
(Actual Total Plant Flows) 

Peoria 

Sun City 25.15% 
Ind. 95th Ave 74.85% . 

Phoenix 0.00% 

TOTAL 100.00% 

AZ-AMER. WATER CO. @I 003 

For Billing Proposes: 
(subtracting SCSC usage charges) 

Total Flow 384,503 
Sun City & Phoenix 96,711 

TOTAL 207,792 

Peoria 231,405 80.41 % 

10 BE USED FOR PEORW 8lUlNG 
PeoridSunland Total Flow 

'. 207,792 

Pmia/SunIand's o w  

$ 168,929.12 

Peoria actual flow 

231,405 

384,503 

231,405 

96'71 I 

56,387 

0 

TO BE ACTUALLY BILLED 

Actual O&M $ 189,917.61 
Pre-Treatment 9 34,805.05 - Cap. Outlay $ 

TOTALO&M $ 224,722.66 

Phoenix $ 

SunCity $ 68,568.1 0 

$ 156,154-56 

Total cost per  
1000 gallons $ 0.58 

O W  plus Pre-Treat 
1000gaIlons $ O S 8  

ACTUAL O&NTs USING FLOWS .._. - 

Sun City $ 56,522-71 

ACTUAL O W  PLUS CAPITAL USING FLOWS 
SUN CrrY $ 56,522.71 

GAINSkOSSES USING 
CONTRACT vs. ACTUAL FLOWS 

Percentage (City to pay SCSC at year end) 
Billed 

80.41 % SunCi  $ (12,045.38) 



11/07/03 FRI 16:41 FAX 623 933 0034 
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I ll/p7/03 FRI 16:42 FAX 623 933 0032 AZ-AMER. WATER CO. 
I 

@ 005 

CITY OF TOLLEON 
. 9555WESl VAN BUREN 

TOLLEON, AZ 85353 
Phone:(623) 936-71 11 ext. 2708 

fax: (623)936-7111 
INVOICE NO. 
AAWC-0843 

TO: ARIZONA-AMERICAN WATER COMPANY 
SUN CITY SEWER COMPANY 
AT”: BRIAN BIESENEYOR 
P.O. BOX 1687 
SUN CITY , AZ 85372 

DATE DESCRIPTION AMOUNT 

9/8/2003 Industrial wastewater charges for the month 
of AUGUST 2003 

22.43% - 88,144 ‘1,000 -IS used - SCSC - 
393,048 Total plant flow 

Total 0 &M S 286,476.38 X 22.43% $ 64,244.50 

88,144 SCSCS gat. Used X 0.709 $ 62,494.1 0 

TO PAY AT END OF FISCAL YEAR .$ Jcr, 1,750.41 

REPLACEMENT AND CONTINGENCtES RESERVE $ 20,000.00 

CAPITAL RESERVE BANCE FOR FY2004 
CAPITAL RESERVE BALANCE 8/31/2003 $ 39,600.86 
PLUS ADDfflON PRESENT BILLING $ 20,000.00 - - - -  
PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTLAY FOR MAY 
BALANCE OF CAPITAL OUTLAY 

TOTAL AMOUNT DUE WIS INVOICE 

$ 
$ 59,600.86 

- 

82,494.1 0 $ I 

DUE ON OR BEFORE 9/30/2003 
Please d i r e d e 8 A U M G - T  CONTROLLER: (623)936-7111 



AZ-ABER. WATW CO. 
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WORKSHEET FOR WWTP FLOWS AND EXPENSES 
MONTH OF AUGUST 2003 

TOTAL PLANT FLOW 393,048 

Peoria Actual 238,972 

Sun City Actual 88,144 

95th Avenue 65,932 

Phoenix 0 
TO BE ACTUALLY BILLED 

PERCENTAGES 
(Actual Total Plant Flows) 

Peoria 

Sun City 
Incl. 95th Ave ?7.57% 

22.43% 
Phoenix 0.00% 

Aka1  ObM qi 2~5~a21.72 

Cap. Outlay $ - Pre-Treatment $ 10,654.66 

TOTAL 0 & M Ji 286,476.38 

Phoenix $ ' - 
TOTAL 100.00% 

SunCity $ 62,494.1 0 
For Billing Proposes: 
(subtracting SCSC usage charges) $ 223,982.28 

Totaf Flow 393,048 
Sun City & Phoenix 88,144 

TOTAL 304,904. 

Peoria 238,972 .. 70.38% 

TO BE USED FOR PEORIA BILLING . 
PeoridSunland Total Flow 

Total cost per 
1000gallons $ 0.73 

O&M plus Pre-Treat. 
1MX)gallons $ 0.73 

ACTUAL O M S  USING FLOWS 
304,904 Sun City $ 64,244.50 

ACTUAL 0S.M PLUS CAPITAL USING FLOWS 
SUN CITY $ 64,244.50 

PeoridSuntand's O&M 

$ 222,961.05 
GAINSILOSSES USING 

CONTRACT vs. ACTUAL FLOWS 

Peoria actual flow Percentage (Clty to pay SCSC at year eqg) 
Billed 

238,972 70.38% SunCity $ 1,750.41 
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11/0.7/03 FRI 16:43 FAX 623 933 0032 A Z - M w .  WATER CO. . .  . 1: . 
* CITY OF TOUEON 

9555WESTVAN BUREN 
TOLLEON, AZ 85353 

Phane:(623) 936-71 11 ad. 2708 
fax (623)936-7111 

TO: ARIZONA-AMERICAN WATER COMPANY 

lNVOJCE NO. 
AAwc-07-03 

SUN CITY SEWER COMPANY 
A m :  BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN CITY, AZ 85372 

DATE DESCRIPTION AMOUNT 

8/8/2003 Industrial wastewater charges for the month 
of JULY 2003 

07,174 '1 ,OOO gals used - SCSC - - 23.06% 
377,998 Total plant flow i 

Total 0 &M $ 188,990.29 X 23.06% $ 43,584.99 

87,174 SCSCS gal. Used X 0.666 s 58,057.68 

TO PAY AT END OF FISCAL YEAR 

REPLACEMENT AND CONTINGENCIES RESERE 

$ (1 4.472.89) 

$ 20,000.00 

CAPITAL RESERVE i3ANCE FOR M2004 
CAPVAL RESERVE BALANCE 7/30/2003 $ 19,600.86 
PLUS: ADDITION PRESENT BILLING $ 20,000.00 
PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTLAY FOR MAY $ - 
BALANCE OF CAPITAL OUTLAY $ 39.600.86 

TOTAL AMOUNT DUE THiS INVOICE s 78,057.88 

DUE ON OR BEFORE: 813012003 
* 

c - 
Please dim all inquiries to: ST.EVEN J. BAUMAGARDT COlilTR-1 
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I 11/0.7/03 FRI l6:44 FAX 623 933 0032 AZ-AIW. WATER CO. B 010 
* . t  , 

, MONTH OF JULY 2003 

TOTAL PLANT FLOW 

Peoria Actual 

t 
1 
I 

Sun City Actual 

95th Avenue 

Phoenix 

PERCENTAGES 
(Actual Total Plant flows) 

Peoria 
Incl. 95th Ave 76.94% 

8 
1 
I 

Sun City 23.06% 
Phoenix 0.00% 

TOTAL 100.00% 

For Billing Proposes: 
(subtracting scsc usage charges) 

Total Flow 377,998 
Sun City 8 Phoenix 077 174 

TOTAL 290,824 

Peoria 229,363 70.87% 

8 TO BE USED-FOR PEQRlA BJLLJNG 
PeorialSunland Total Flow 

I 290,824 

377,998 

229,363 

07,174 

61,461 

0 

TO BE ACTUALLY BILLED 

Actual O&M $ 182,108.31 
Pre-Treatment $ 6,881.98 

- Cap. Outlay $ 

TOTALO&M $ 188,990.29 

4 Phoenix $ - 
SunCity !§ 61,806.37 

$ 127,183.92 

Total cost per 
loO0gallans $ 0.50 

O W  plus Pre-Treat 
IO00 gallons S 0.50 

ACTUAL O&Ms USING FLOWS 
Sun City '$ 43,584+99 

ACTUAL O W  PLUS CAPITAL USING FLOWS 
SUN CWf $ 43,504.99 

#UNS/LOSSES USING 4 $ 146,134.47 CONTRACT vs. ACTUAL FLOWS 

Peoria actual flow Percentage 
Billed 

229,363 78.87% 

(city to pay SCSC at year end) 

Sun City $ (18,221.37) 

I 



.. . -. I 11/07/03 PRI 16:44 FAX 623 033 0032 AZ-AMER. WATER CO. #all 

. .  d 

CrrY OF TOLLEON 
955RNEST VAN BUREN 

TOLLEON, AZ 85353 
Phone:(623) 936-71 11 ext. 2708 

fax: (623)936-7111 
INVOICE NO. 
WWT0000498 

TO; ARIZONA-AMERICAN WATER COMPANY 
SUN CITY SEWER COMPANY 
Al7N: BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN Crpf , AZ 85372 

DATE DESCRIPTlON AMOUNT 
r 

7/28/2003 Industrial wastewater charges for the month 
of JUNE 2003' 

86,959 '1 ,OOO gals used - SCSC 
349,551 Total plant flow 

Total 0 &M $ 416,239.52 X 

86,959 SCSCS gal. Used X 

TO PAY AT END OF FISCAL YEAR 

REPLACEMENT AND CONTINGENCIES RESERVE 

3 
CAPITALRESERVE BALAN CE 6/30/2003 
PLUS: ADDITION PRESENT BILLING 
PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTLAY FOR MAY 
BALANCE OF CAPITAL OUTLAY 

TOTAL AMOUNT DUE THIS INVOICE 

24.88% 

24.80% $ 103,549.33 

0.666 $ 57,914.69 

,$ 45,634.64 

$ 20,000.00 

$ (453.60) 
$ 20,000.00 
8 54.46 

s 77.91 4.69 

DUE ON OR BEFORE: 812012003 
Please d i m  all inquiries to: STEVEN J. BAUMGARDT CONTROLLER (623)936-7111 - -  



11/07/03 FRI 1 6 : ~  FAX 643 933 0032 AZ-AMER. WATER CO. #012 
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' 4 11/07/03 FRI 16:4b FAX 623 933 0032 AZ-AMER. W A T E R  CO. 
1 ;  .P 

" .  MORTH OF JUNE 2003 iI 
i TOTAL P M T  FLOW 349,551 

@I013 5 

I 

Peoria Actual 

Sun City Actual 

95th Avenue 

Phoenix 

PERCENTAGES 
I 

(Adual Total Plant Flow) 
Peoria 

Incl. 95th Ave 75.12% 

I Sun City 24.88% 
Phoenix 0.00% 

TOTAL 100.00% 

21 5,648 

86,959 

46,944 

0 

TO BE ACNALLY BILLED 

Adual O&M $ 406.204.38 
Pre-Treatment $ 10,035.14 
Cap. Outlay $ - 
TOTAL 0 81 M $ 416,239.52 

Phoenix $ - 
Suncity $ 57,914.69 

For Billing Proposes: (subtracting SCSC usage charges) $ 358,324.83 

1.19 

Total Flow 349,551 
Sun City 8 Phoenix @3,959 Total cost per 

1 
I 

u 

I 

TOTAL 262,592 1000gallons $ 

Peoria 21 5,648 82.12% O&M plus Pre-Treat. 
IO00 gallons $' 1-19 

TO BE USED FOR PEORIA BILLING 
PeorialSunIand Total Flow 

262,592 
ACTUAL 08M's USING FLOWS 

Sun City $ 103,549.33 

1 
SUN CITY $ 103,549.33 

GAINSLOSSES USING I PeoriNSunland's ,0&M 

$ 313,419.36 

Peoria actual flow Percentage 

CONTWICT vs. ACTUAL FLOWS 

(City to pay SCSC at year end) 
Billed 

215,648 82.12% SunCity $ 45,634.64 
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11/07/03 FRI 16:45 FAX 623 933 0032 Az-M6w. WATER CO. 
1 

. CIlY OF TOLLEON 
? 

9555WEST VAN BUREN 
TOLLEON, AZ 85353 

Phone:(623) 936-71 11 ext. 2708 
fax: (623)936-7111 

@014 

IWOvCE NO. 
AAW-I1 

TO: ARIZONA-AMERICAN WATER COMPANY 
SUN CITY SEWER COMPANY 
AT”: BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN CITY, AZ 85372 

DATE DESCRIPTION AMOUNT 

6/5/2003 Industrial wastewater charges for the month 
of MAY 2003 

100,853. ‘1 ,OOO gals used - SCSC 
385,102 Total plant flow 

Total 0 &M $ 351,363.72 X 

100,853 SCSCS gal. Used X 

YO PAY AT END OF F’ISCAL YEAR 

REPLACEMENT AND CONTINGENCIES RESERVE 

,CAPITAL RESERVE BANCE FOR FY 2003 
CAPITA L RESERVE 6ALAN CE 
PLUS: ADDITION PRESENT BILLING 
PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTlAY FOR MAY 
BALANCE OF CAPITAL OUVAY 

5/31/2003 

TOTAL AMOUNT DUE THIS INVOICE 

26.1 9% - - 

26.19% $ 92.01 7.40 

0.666 $ 67,168.10 

,s 24,849.30 

$ 20,000.00 

$ (8,248.95) 
$ 20,000.00 
$ - 

_$ (12,204.65) 
t (453.60) 

s 87.1 68.1 0 

DUE O N  OR BEFORE 6l3Ol2003 



11/07/03 FRI 16:45 FAX 623 933 0032 AZ-MER. WATER CO. a 0 1 5  

M,ONTh OF MAY 2003 

TOTAL PLANT FLOW 

Peoria Actual 

Sun City Actual 

95th Avenue 

. Phoenix 

PERCENTAGES 
(Actual Total Plant Flows) 

Peoria 
Incl. 95th Ave 73.01 % 

Sun City 26.1 9% 
Phoenix 0.00% 

TOTAL 100.00% 

For Billing Proposes: 
(subtracting SCSC usage charges) 

Total Flow 385,102 
Sun City 8 Phoenix 100,63 

TOTAL 284,249 

Peoria 219,514 77.23% 

TO 8E USED FOR PEORIA BILLING 
PeoridSunland Total Flow 

284,249 

385,102 

21 931 4 

100,853 

64,735 

0 

TO BE ACTUALLY BILLED 

Actual o w  $ 334,947.56 

Cap. Outlay $ 46,602.84 
Pre-Treatment $ 16,416.1 6 

TOTALO&M S 397,W6.56 

Phoenix $ - 
SunCity $ 673 68. I O  

$ 330,738.46 

Total cost per 
IO00 gallons $ t .03 

O&M plus Pre-Treat 
1000gallons $ 0.91 

ACTUAL O&Ws USlNG FLOWS 
sun city $ 92,OI 7-40 

ACTUAL O&M PLUS CAPITAL USING FLOWS 
SUN ClTY $ 104,222.05 

PeoridSunlads O&M 

$ 294,473.68 

Peoria actwl flow Percentage 

GAINSLOSSES USING 
CONTRACT vs. ACTUAL FLOWS 

(City to pay SCSC at year end) 
Billed 

219,514 77.23% Sun City $ 24,849.30 
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. 
CITY OF TOLLEON 

9555WEST VAN BUREN 
TOLLEON, AZ 85353 

Phone:(623) 936-71 I 1  ext. 2708 
fax. (623)936-7111 

- 8  

INVOICE NO. 
wwTw)(M490 

TO: ARJZONA-ARIIERICAN WATER COMPANY 
SUN CITY SEWER COMPANY 
ATTN: BRIAN BIESEMEYOR 
P.O. BOX 1687 
SUN CITY , AZ 85372 

DATE DESCNPTION AMOUNT 

5/9/2003 Industrial wasteyater charges for the month 
of APRIL 2003 

11 7,099 
401,094 Total plant flow 

'1 ,OOO gals used - SCSC 

Total 0 8M $ 270,429.69 X 

I 17,099 SCSCS gal. Used X 

TO PAY AT END OF FISCAL YEAR 

REPLACEMENT AND CONTINGENCIES RESERVE 

CAPITAL RESERVE BANCE FOR FY 2003 
CAPITAL RESERVE B U N  CE 413012003 

PLUS: INTEREST EARNINGS 
LESS: CAPITAL OUTLAY FOR APRIL 
BALANCE'OF CAPITAL OUTLAY * 

PLUS: . ADDITION PRESENT BILLING 

TOTAL AMOUNT DUE THIS INVOICE 

29.19% - - 

29.1 9% $ 78,951.68 

0.666 $ 77,987.93 

$ 963.75 

$ 20,000.00 

$ 4,819.30 
$ 20,000.00 
$ - 
$ (33,068.251 
$ (8,248.95) 

s 97,907.83' 

DUE ON OR BEFORE: 513012003 
*Please direct all inquiries to: STEVEN J. BAUMGARDT CONTROLLER (623)336-7111 

7 - 



I 
I 
I 
I 

. . .. 

11/07/03 FRI 16:46 FAX 623 QS3 0032 AZ-AMER. WATER CO. @ 018 
F 

.- c . .  

, 

4 
8 
z 
h) 

W 

I 

i 

I 
I 



l 

a 11/07/03 F'RI 16:47 FAX 623 933 0032 AZ-AMER. WATER CO. 

WORhaHEET FOR WWTP FLOWS AND ~APENSES .. - 

.I .. 

a019 

MONTH OF APRIL 2003 

TOTAL PLANT FLOW 401,094 

Pqria Actual 222,169 

Sun City Actual I 17,099 

95th Avenue 61,826 

Phoenix 0 

TO BE ACTUAUY BILLED 

PERCENTAGES 
(Actual Total Plant Flaws) 

Peoria 
Incl. 95th Ave 70.81% 

Sun City 29.19% 
Phoenix 0.00% 

TOTAL 100.00% 

For Billing Proposes: 
(subtracting SCSC usage charges) 

Total Flow 401,094 
Sun City 8 Phoenix 1 17,099 

TOTAL 283,995 

Peoria 222,169 70-23% 

TO BE USED FOR PEORIA BILLING 
PeorialSunland Total Flow 

283,995 

Actual O&M $ 259,529.35 
Pre-Treatment $ 10,900.34 
Cap. Outlay $ 113,267.20 

TOTALO&M $ 383,696.89 

Phoenix $ - 
Sun city s 77,907.93 

$ 305,708.96 

Total cast per 
1000gallons $ 0.96 

O W  plus Pre-Treat. 
IO00 gallons $ 0.67 

ACTUAL O&M's USING FLOWS 
Sun City $ 78,951.68 

ACTUAL O W  PLUS CAPITAL USING FLOWS 
. SUNCITY $ 112,019.93 

PeoridSunland's O M  

$ 272,406.13 
GAINSILOSSES USING 

CONTRACT vs. ACTUAL FLOWS 

Peoria actual flow Percentage (City to pay SCSC at year end) 

222,169 
Billed 
78.23% Suncity $ 963.75 



I 
I 
I 

I 
I 



I 

,I 
‘I 

I 



JONES 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORECRA 3 
Norman D. James (No. 006901) 
Jay L. Shapiro No. 014650) 

Suite 2600 
Phoenix, Arizona 85012 
Attorneys for Arizona-American 
Water Company, Inc. 

3003 N. Centra \ Avenue 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WEST WATER AND WASTEWATER 

APPLICATION OF ARIZONA- 

DISTRICTS. 
IN THE MATTER OF THE 
APPLICATION OF-ARIZONA- 
AMERICAN WATER COMPANY, INC., 
AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WATER AND WASTEWATER 
DISTRICTS. 
IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS MOHAVE 
WATER AND HAVASU WATER 
DISTRICTS. 

APPLICATION OF ARIZONA- 

DOC ET NO. WS-01, 

DOCKET NO. WS-01303A-02-0867 

D3A-02-0868 

DOCKET NO. W-01303A-02-0869 
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UTILITY SERVICE BY ITS TUBAC 
WATER DISTRICT. 
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PURPOSE nND NATURE OF TESTIMONY. 

WHAT ARE YOUR NAME, EMPLOYER AND OCCUPATION? 

My name is Ray L. Jones, President of Arizona-American Water Company 

(“Arizona-American” or “Company”). I have been with Arizona-American since 

it purchased the water and wastewater assets of Citizens Communications on 

January 15,2001. Prior to that, I was employed by Citizens Water Resources since 

1985. 

HAVE YOU PREVIOULSY FILED DIRECT OR REBUTTAL 

TESTIMONY IN THIS MATTER? 

No, however as President I have been involved with the rate case at every stage. I 

have helped prepare testimony on behalf of the Company, particularly testimony 

concerning operational, customer service, and policy issues. I have also reviewed 

most of the testimony of the other parties in this proceeding. 

HAVE YOU TESTIFED BEFORE THE COMMISSION ON PREVIOUS 

OCCASIONS? 

Yes, I have provided testimony before the Commission on numerous Citizens’ 

matters. 

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY IN THIS 

PROCEEDING? 

1 
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I. 

Q* 
A. 

Q* 

A. 

Q- 

A. 

Q. 

A. 

INTROD JCTIO 

Actually, the purpose of my testimony is very narrow-it is to respond to the 

Arizona Corporation Commission’s Utilities Division Staffs (“Staff ’) claim that 

there is no evidence that Citizens’ test year corporate overhead costs bear little 

relationship to Arizona-American’s costs during the time rates will be in effect. 

Surrebuttal Testimony of Alexander Ibhade Igwe (“Igwe Sb.”) at 3. Mr. Igwe is 

wrong, and, frankly, it appears he has simply chosen to ignore the evidence in an 

effort to lower the revenue requirement. There is ample evidence that Citizens’ 

-1- 
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Q* 
A. 

Q- 

A. 

made decisions and ran its operations during the test year in a manner that 

artificially reduced these expenses. 

ARE YOU TESTIFYING ON ANY OTHER ISSUES? 

No, the Company’s eight other witnesses have collectively provided substantial 

evidence supporting Arizona-American’ s request for rate increases and there is no 

need for me to add to the record at this time. However, because I was in a 

management position during the time Citizens was selling its water and wastewater 

assets, I have personal and particular knowledge to support the Company’s 

assertion that Citizens’ test year corporate overhead costs bear little relationship to 

Arizona-American’s overheads (from American Water Works) and Service 

Company charges (from American Water Works Service Company) during the 

time the rates approved in this proceeding will be in effect. 

WAS ANY TESTIMONY REGARDING THIS ISSUE FILED 

PREVIOUSLY BY ARIZONA-AMERICAN? 

Yes, both Mr. Stephenson and Mr. Bourassa have explained the reasons for the 

Company’s pro forma adjustment to administrative and general overhead costs. 

Rebuttal Testimony of David P. Stephenson (“Stephenson Rb.”) at 17-22; Rebuttal 

Testimony of Thomas J. Bourassa (“Bourassa Rb.”) at 22-26. In addition, in his 

direct testimony, Rob Kuta explained how Citizens, in anticipation of selling the 

water and wastewater systems, had failed to maintain adequate staffing levels, 

failed to make necessary administrative and operational changes and even failed to 

plan for expanding office needs. See, e.g., Direct Testimony of Robert J. Kuta, at 

Section 111 (Post-Acquisition Changes By Arizona-American). However, as Fred 

Mr. Kuta’s direct testimony was filed in each of the five dockets initiated by Arizona- 
American because, at that time, the Company’s five separate applications had not yet 
been consolidated. However, the relevant testimony concerning this issue appears in the 
same section in each of Mr. Kuta’s direct testimonies. 
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11. 

Q* 
A. 

Q* 
A. 

Schneider explained in his rebuttal testimony, Mr. Kuta is now working in another 

part of the American Water Works system and Mr. Schneider was employed in a 

department management capacity rather than a general management capacitj 

during the time Citizens’ winding down, making me the appropriate witness on 

this narrow rejoinder issue. 

CITIZENS’ TEST YEAR CORPORATE OVERHEAD EXPENSES. 

WHAT PRIOR POSIITONS DID YOU HOLD WITH CITIZENS? 

I joined Citizens in 1985 as an Engineer for its Arizona operations. I held 

positions with increasing responsibility in Engineering and Development Services 

and was promoted to Engineering and Development Services Manager for Arizona 

in 1990. In 1998, I was named Vice President and General Manager of Citizens 

Arizona Operations. In that position, I was responsible for the regulated and 

unregulated water and wastewater operations in Arizona, serving approximately 

250,000 people. 

WHEN DID YOU BEOME PRESIDENT OF ARIZONA-AMERICAN? 

When Arizona-American completed the purchase of Citizens’ water and 

wastewater assets in Arizona, I became the Company’s President. In my capacio 

as President, I am responsible for leadership of the Company’s entire Arizona 

business activities. Some of my key responsibilities include developing and 

evaluation new business opportunities, developing strategic plans, establishing 

effective government and community relations, ensuring compliance with all 

regulatory requirements, and providing management and guidance to kej 

operations and support personnel. Again, my role as senior level management botk 

before and after the Citizens’ Acquisition by Arizona-American has left me with 

crucial knowledge regarding Citizens’ operations before the sale and Arizona- 

American’s operations after, knowledge not shared to the same degree by an) 
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other current Company witness in this proceeding. 

HAVE YOU REVIEWED MR. IGWE’S SURREBUTTAL TESTIMONY 

CONCERING CORPORATE COST ALLOCATIONS? 

Yes, including Mr. Igwe’s testimony that “Staff disagrees with [the Company’s] 

assertion that Citizens’ recorded test year overheads are extraordinary and 

irregular.” Igwe Sb. at 3, Is. 22-24. 

WERE CITIZENS’ TEST YEAR CORPORATE OVERHEADS 

“1RREGULAR“AND “EXTRAORDINARY”? 

Yes, although I think the Company’s earlier testimony that Citizens’ test year 

administrative and general overhead expenses bear no relationship to Arizona- 

American’s expenses during the time the rates set in this proceeding will be in 

effect more accurately describes the Company’s position. See Stephenson Rb. at 

17-18; Bourassa Rb. at 23-24. See also Rejoinder Testimony of Thomas J. 

Bourassa at 13-14; Rejoinder Testimony of David P. Stephenson at 14, 16-17. 

WOULD YOU PLEASE EXPLAIN WHY CITIZENS’ TEST YEAR 

OVERHEAD EXPENSES DO NOT BEAR A RELATIONSHIP TO 

ARIZONA-AMERICAN’S EXPENSES DURING THE TIME NEW RATES 

WOULD BE IN EFFECT? 

In 1999, Citizens made the decision to sell the businesses that comprised its public 

services sector. This included the electric, gas, water and wastewater businesses 

and assets of Citizens. Looking at Arizona specifically, the sale to Arizona- 

American was announced in October of 1999. Once the decision to sell its 

business was made, Citizens began to implement changes in its management 

practices, its processes and its personnel designed to reduce operating costs 

generally and overhead costs specifically in a phased manner as the divestiture of 

the businesses approached. The reductions were phased to correspond to the 
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Q. 

A. 

decreasing needs of a business that was being sold. In other words, as Citizens 

approached divestiture, responsibility for the long-term planning and support ol 

the business shifted from Citizens to the new owner and Citizens’ support anc 

overhead costs were cut accordingly. 

PLEASE EXPLAIN THE PHASED APPROACH THAT CITIZENS TOOK 

TO REDUCE OVERHEAD EXPENSES FOR ITS ARIZONA 

OPERATIONS? 

As a public service corporation, Citizen’s sale of their water and wastewater assets 

was subject to a lengthy regulatory process that was expected to take over a year tc 

complete. Throughout this lengthy approval process, Citizens had to balance its 

obligation to provide a vital public services with the reality that it would soon no 

longer be responsible for the businesses. The obvious solution was an incremental 

reduction in costs as the sales approached. 

Prior to reaching the agreement to sell the Arizona water and wastewate1 

assets, it was business as usual to a large degree. Some minor cost savings 

measures such as additional management oversight of large expenditures, and the 

use of temporary employees were implemented. As the actual sale of the Arizona 

assets drew closer, the cost saving efforts stepped up slightly, including measures 

such as discontinued use of consultants, except for critical business functions and 

suspension of non-critical employee travel. Once the sale became a reality in late 

1999, the public services sector implemented a hiring freeze targeted at overhead 

costs that eliminated new positions on a going forward basis, with the exception of 

operating personnel required to meet our public service obligations. 

Throughout 2000 as the regulatory process proceeded further measures 

aimed at reducing costs were implemented. Throughout the public services sector 

the use of company credit cards was reduced and departments were asked to look 
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Q* 

A. 

Q* 

A. 

at the elimination of personnel wherever possible. An entire procuremenl 

department was virtually eliminated and many cuts were made in accounting, legal, 

regulatory, finance and IT support functions throughout the public services sectoi 

in 2000. Citizens’ memberships to AWWA and NAWC were not renewed. 

Employee recognition programs such as spot bonuses and holiday parties were 

eliminated. 

In 2001, as the approval process continued, the full impact of the cos1 

cutting measures made in 2000 were felt, while further overhead expenses and 

additional cuts were experienced. Changes in employee compensation required 

corporate officer approval. The hiring freeze continued. Support personnel cuts 

continued in the accounting, finance, public relations, legal and IT departments. 

The IT help desk was shut down in July of 200 1. 

WERE THE OVERHEAD COSTS INCURRED IN 2001 

REPRESENTATIVE OF CITIZENS’ NORMAL COSTS TO RUN ITS 

BUSINESS IN ARIZONA? 

Certainly not. By, 2001 costs had been substantially reduced and corporate 

support was at a minimum. Citizens was performing no long-term planning or 

budgeting. Citizens was inadequately staffed to meet the needs of a ongoing 

business. Management, legal, regulatory and accounting resources were largely 

focused on the sale with almost no effort being placed on process improvements, 

planning and other routine activities that would be typical of an ongoing business 

concern. 

MR. JONES, ARE YOU TESTIFYING THAT CITIZENS FAILED TO 

PROVIDE SAFE AND RELIABLE WATER AND WASTEWATER WHILE 

YOU WERE VICE PRESIDENT? 

Absolutely not. The cost cutting at Citizens was primarily focused on overhead 
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Q. 

A. 

and support functions. For example, the hiring freeze did not apply to operating 

personnel required to meet service obligations. I am aware of no decrease ir 

service quality or reliability during the sale period and there was a normal level oj 

customer complaints to the Commission throughout the sale period. 

MR. IGWE ALSO TESTIFIES THAT THE PRO FORMA ADJUSTMENTZ 

FOR OVERHEADS RECOMMENDED BY ARIZONA-AMERICAN IS 

INAPPROPRIATE BECAUSE IT DOES NOT PROVIDE A 

CORRESPONDING BENEFIT TO RATEPAYERS. DO YOU AGREE? 

Well, first of all I should state that I disagree with Mr. Igwe that every pro forma 

adjustment must provide a corresponding benefit to ratepayers (Igwe Sb. at 4) and 

although I am not a lawyer or an accountant, I am not aware of any authority for 

such a limitation on pro forma adjustments. Instead, I understand the 

Commission’s rules to allow for pro forma adjustments based on known and 

measurable changes in order to obtain a normal or more realistic relationship 

between revenues, expenses and rate base. A.A.C. R14-2- 103(A)(3)(i). Even 

RUCO agrees that Arizona-American’s overheads and Service Company charges 

provide a more normal and realistic relationship to the expenses Arizona-American 

will incur when the new rates are in effect. 

Nor is it possible for every pro forma adjustment to provide a corresponding 

benefit to ratepayers. For example, post test year changes in property or income 

taxes are often known and measurable, but these increased costs do not provide 

better or less costly service to ratepayers. Does that mean that no pro forma 

adjustment to reflect such increased expense should be allowed, even if known and 

measurable? What about increased costs for purchased water, like CAP water? 

All of these are common types of changes that the Commission has considered and 

authorized even though it would be impossible to show a corresponding benefit to 
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ratepayers. 

On the other hand, I guess it could be said that the increased costs being 

incurred for Arizona-American’s overheads and Service Company charges do 

benefit ratepayers. Although we were able to keep up service quality in 2001, if 

the cost cutting that impacted test year overhead expense levels continued, it would 

eventually have led to a substantial decline in service quality as the level of 

overhead expenditures were reflective of a business ceasing its operations not a 

going concern. Instead, Arizona-American’s ratepayers are now realizing the 

benefit of a hlly staffed organization taking all of the necessary steps to ensure 

safe and reliable water and wastewater utility service well into the future. So, do 

ratepayers pay more if Arizona-American and RUCO’s adjustment is adopted? 

Yes, and they are already getting more for their money. 

DO YOU HAVE ANYTHING TO ADD IN RESPONSE TO MR. IGWE’S 

CLAIM THAT THERE IS NO EVIDENCE TO SUPPORT ARIZONA- 

AMERICAN’S PROPOSED ADJUSTMENT TO REFLECT ITS 

OVERHEADS AND SERVICE COMPANY CHARGES? 

Just to reiterate that Mr. Igwe is obviously wrong. As my discussion above 

illustrates, there has been significant changes in these costs. In fact, as Mr. 

Stephenson and Mr. Bourassa have testified, such evidence has been in front of 

Staff all along. See Stephenson Rb. at 17-22; Bourassa Rb. at 22-26. All Staff 

needed to do was to compare Citizens 1999 and 2000 overhead expenses with its 

2001 expenses to see that something was out of kilter. From there, a comparison 

of those three years to the Company’s post test year overheads and Service 

Company charges clearly demonstrates that the Citizens’ 200 1 overhead costs bear 

no relationship to the costs Arizona-American will incur, making them 

inappropriate for use in setting rates. Just because Staff has ignored this evidence, 

Q. 

A. 
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Q. 
A. 

148 1235 

doesn't mean such evidence does not exist. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes it does. 
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I. 

Q= 
A. 

Q. 

A. 

Q* 
A. 

Q. 
A. 

11. 

Q. 

A. 

INTRODUCTION AND PURPOSE OF REJOINDER TESTIMONY. 

PLEASE STATE YOUR NAME AND ADDRESS? 

Thomas J. Bourassa, 139 W. Wood Drive, Phoenix, Arizona 85029. 

ARE YOU THE SAME THOMAS BOURASSA WHO FILED DIRECT ANI: 

REBUTTAL TESTIMONY IN THIS MATTER? 

Yes. 

WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY? 

I will provide rejoinder testimony on the general topics of rate base, revenues anc 

expenses in response to the surrebuttal testimony of Staff and RUCO concerninf 

the rate applications filed by Arizona-American. I am also testifying in support oj 

Rejoinder Schedules A-1, B-1, B-2, B-3, C-1 and C-2. 

HOW WILL YOUR TESTIMONY BE ORGANIZED? 

I will provide a summary of the issues I address and then describe the Company’$ 

rejoinder positions on these issues. If I do not respond to a specific proposal 01 

adjustment proposed by Staff, RUCO or any other party, it does not mean that the 

Company accepts all of the particular proposals or adjustments recommended b j  

these parties. 

SUMMARY OF REJOINDER TESTIMONY. 

WHAT REVENUE INCREASE DOES ARIZONA-AMERICAN NOW SEEK 

FOR EACH OF THE TEN DISTRICTS IN THIS PROCEEDING? 

Bourassa Rejoinder Exhibit 1, attached hereto, summarizes the Company’: 

requested rate increases at the direct, rebuttal and rejoinder phases of this rate 

proceeding. This exhibit also reflects the recommended increases by Staff anc 

RUCO. 
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Q- 

A. 

. . .  

. . .  

. . .  

. . .  

ARE THE REQUESTED RATE INCREASES LOWER AT THIl 

REJOINDER STAGE THAN AT EITHER THE DIRECT OR REBUTTAI 

STAGE? 

Yes, to some extent. 

The Company has accepted an additional adjustment to rate base proposel 

by Staff for the Mohave water district. 

The Company has also made corrections to the overheads and Servic 

Company expense levels. Both the Company and RUCO remain in agreement tha 

it is appropriate to use actual 2002 expenses in place of Citizens’ 2001 expense 

and the Company agrees with RUCO regarding the corporate overhead expens 

level. However, there continues to be some disagreement between RUCO an( 

Arizona-American concerning the proper expense level for Service Compaq 

charges. The difference is approximately $377,000. 

With respect to salaries and wages, RUCO and the Company agree it i 

appropriate to use actual 2002 salaries and wages in place of Citizens’ 2001 salar 

and wage amounts. However, while RUCO has corrected its salaries and wage 

amount, it continues to apply an estimated payroll capitalization rate. In contrasi 

the Company proposes use of the actual 2002 payroll capitalization rate. As , 

result, RUCO is capitalizing approximately $150,000 more payroll expense thai 

the Company. The 2002 capitalization rate is the only representative year unde 

the Arizona-American ownership, is known and measurable, and should be usel 

instead of RUCO’s estimate. 
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Q* 

A. 

Q. 

A. 

Q* 

A. 

WHAT IS THE FAIR VALUE RATE BASE THE COMPANY IS NOW 

PROPOSING? 

Bourassa Rejoinder Exhibit 2, attached hereto, summarizes the Company’ E 

requested fair value rate base (“FVRB”) by district at both the direct and rebuttal 

stages. 

WHY IS THE COMPANY’S REJOINDER FAIR VALUE RATE BASE 

LOWER THAN THE COMPANY’S FAIR VALUE RATE BASE WHEN IT 

FILED REBUTTAL? 

The Company has agreed to a Staff adjustment to plant-in-service for the Mohave 

water district. As a result, the Company’s FVRB is slightly lower. 

HOW DOES THE COMPANY’S REBUTTAL FAIR VALUE RATE BASE 

COMPARE TO STAFF AND RUCO? 

Bourassa Rejoinder Exhibit 2 also summarizes the differences between the FVRBs 

proposed by the Company, Staff, and RUCO. Staff has accepted the Company’s 

reproduction cost new study and proposes a FVRB on the weighting of 50 percenl 

original cost rate base (“OCRB”) and 50 percent reproduction cost rate base 01 

(“RCRB ”) . 

RUCO has corrected some computational errors to plant in service bur 

continues to propose that OCRB, excluding any acquisition adjustment, be used as 

the sole determinant of the FVRB for each district. 

The Company continues to propose that reproduction cost new less 

depreciation (“RCND”) be used as its FVRB because RCND provides a much 

better estimate of the current fair value of the Company’s utility plant and propem 

used to furnish service in each district. This issue will be discussed later in mj  

testimony. 
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RATE BASE ISSUES. 

WHAT ADJUSTMENTS BY STAFF AND/OR RUCO HAVE BEEN 

ACCEPTED BY ARIZONA-AMERICAN? 

The Company’s rejoinder OCRB and adjustments are shown on Rejoinder 

Schedule B-2 for each district. The Company has accepted Staffs plant-in-service 

adjustment for post-test year plant in the Mohave water district. This adjustment is 

shown in Rejoinder Schedule B-2. There are no other adjustments. 

DID STAFF CORRECT THE COMMON PLANT ADJUSTMENTS FOR 

UNIDENTIFIED PLANT AND PLANT NOT IN SERVICE ACCORDING 

TO THE COMPANY’S ALLOCATION METHODOLOGY? 

Yes and no. Staff only did so for the Staffs direct adjustment to computer plant in 

the Sun City water district, an adjustment of $592,003. Yet, the total of 

adjustments to common plant proposed by Staff were $623,738 for the Maricopa 

districts and $37,142 for the Mohave and Havasu water districts and Staff provided 

no explanation as to why the additional amounts were not corrected, despite 

agreeing with the Company’s common plant allocation methodology. Surrebuttal 

of Darron W. Carlson (“Carlson Sb.”) at 15. 

HAS THE COMPANY ACCEPTED THE REST OF STAFF’S PROPOSED 

ADJUSTMENTS TO ORIGINAL COST PLANT-IN-SERVICE? 

111. 

Q* 

A. 

Q- 

A. 

Q* 

A. 

Q* 
A. 

WHAT ABOUT ACCUMULATED DEPRECIATION? 

As explained in my rebuttal testimony, the Company adjusted accumulated 

depreciation for the full original cost value of plant that had been previously 

afforded rate base treatment and adjusted the accumulated depreciation balance at 

December 3 1, 2003 for plant not afforded previous rate base treatment. There 

were two reasons for these adjustments. 
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Q. 
A. 

One, the unidentified and not-in-service plant for plant given previous rat 

base treatment should now be retired. This plant was considered used and usefi 

in a prior rate proceeding and the Company contends that it should be proper1 

treated as retired. The proposed treatment will provide for eventual full recover 

of the investment. 

Two, the unidentified and not-in-service plant not given previous rate bas 

should be abandoned. This plant was never considered used and useful in a pric 

rate proceeding and the Company contends that it is properly treated as abandonec 

The proposed treatment will not provide for eventual full recovery of th 

investment. 

HOW DOES THIS DIFFER FROM STAFF’S POSITION? 

Staff classifies not used and useful plant as plant held for future use an( 

unidentified plant as not justified for retirement. See Surrebuttal Testimony o 

Brian K. Bozzo (“BOZZO Sb.”) at 7. For both categories of plant, Staff only adjust 

accumulated depreciation for the balance at December 31, 2001 so that th 

Company will not recover the full investment on any of this plant. Staff argue 

that the not used and useful plant could eventually be plant back into service an4 

recovery will be made at that time. Id. 

In fact, Staff further contends that the Company’s failure to previous1 

retire these plant items demonstrates that retirement is not warranted. Bozzo Sb. a 

8. This is ludicrous. First, Arizona-American only recently took ownership anc 

clearly had not had enough information to access the “usehlness” of every plan 

item before it had to file these cases for the reasons discussed in Davic 

Stephenson’s rejoinder. Second, it was Citizens’ inaction that caused the plant tc 

be recorded as plant-in-service, not Arizona-American’s. Third, if the unidentifiec 
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Q- 
A. 

Q. 

A. 

Q. 

A. 

Q* 

plant cannot b identified, how can Arizona-American ever attempt to place the 

plant back in to service? 

WHAT IS THE NATURE OF THIS UNIDENTIFIED PLANT? 

The Company believes that unidentified plant that was given rate base treatment in 

a prior case was considered by the Commission as “used and useful”. It should 

therefore be treated as retired. Staff audited the Company’s plant during prior rate 

proceedings. I do not know if the asset listing provided in earlier rate proceedings 

was more definitive on the asset descriptions, but the asset list provided to Staff in 

the instant case is the one received from Citizens’ last asset system. I am aware of 

a system change between the last filing and the current filing and I believe some 

asset descriptions were lost in the conversion. 

WHAT IS THE DIFFERENCE IN ACCUMULATED DEPRECIATION 

BETWEEN STAFF AND THE COMPANY? 

Staffs accumulated depreciation is approximately $43 8,000 higher. See Bourassa 

Rejoinder Exhibit 3, attached hereto, showing the differences by district. 

HAS RUCO CHANGED ITS POSITION REGARDING ITS 

CALCULATION OF ACCUMULATED DEPRECIATION BALANCES? 

No, the Company and RUCO remain in disagreement. RUCO contends that half- 

year convention is typically used for ratemaking purposes and there are no 

extenuating circumstances to deviate from using half-year convention. Surrebuttal 

Testimony of MaryLee Diaz (“Diu-Cortez Sb.”) at 7. RUCO’s witnesses did not 

address the inaccuracies resulting from Citizens’ plant adjustments (not retirement 

adjustments). RUCO’s accumulated depreciation also includes additional 

accumulated depreciation on post-test year plant using a half-year convention. 

DO YOU AGREE WITH RUCO’S USE OF THE HALF-YEAR 

CONVENTION IN THIS CASE? 
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No. If a utility employs the half-year convention on their systems, and most do, it 

makes sense to use a half-year convention in the ratemaking process. However, 

Arizona-American employs a half-month convention. There is no reason to be less 

accurate than the Company’s system can allow us to be, especially when adopting 

RUCO’s position arbitrarily lowers the revenue requirement. In fact, Staff agrees 

with the Company, subject to the differences resulting from the treatment of 

unidentified and not in service plant. 

DOES STAFF INCLUDE ADDITIONAL ACCUMULATED 

DEPRECIATION FROM POST TEST YEAR PLANT? 

No, neither does the Company. 

WHAT IS RUCO’S RATIONALE FOR INCLUDING ACCUMULATED 

DEPRECIATION ON POST TEST YEAR PLANT? 

RUCO asserts the inclusion of post-test year plant accumulated depreciation is 

required to provide a matching of the rate base elements. Direct Testimony of 

Marylee Diaz Cortez at 18. However, RUCO is being inconsistent because they 

include additional depreciation on post-test year plant, but fail to bring forward 

other rate base elements such as amortization on contributions-in-aid of 

construction. 

WHAT IS THE DIFFERENCE IN ACCUMULATED DEPRECIATION 

BETWEEN RUCO AND THE COMPANY? 

RUCO’s accumulated depreciation is approximately $1,253,000 higher. Bourassa 

Rejoinder Exhibit 3, attached hereto, shows the differences by district. Less than 

$100,000 of the difference is due to post-test year plant. 

MOVING ON TO THE RECONSTRUCTION COST RATE BASE OR 

RCRB, WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

A. 

Q. 

A. 

Q* 

A. 

Q* 

A. 

Q* 

-7- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A. 

Q* 

A. 

Q* 
A. 

Q* 

A. 

RCRB AND WHAT ADJUSTMENTS YOU HAVE ACCEPTED FRO! 

STAFF AND/OR RUCO? 

Yes. The Company’s rejoinder RCRB and adjustments are shown on Rejoindc 

Schedule B-3 for each district. The Company has accepted Staffs plant-in-servic 

adjustment for post-test year plant on the Mohave water district. This adjustmei 

is shown in Rejoinder Schedule B-3. There are no other adjustments. 

HAS STAFF ACCEPTED THE COMPANY’S RCN VALUES PRESENTE: 

IN YOUR REBUTTAL TESTIMONY? 

Yes. See Surrebuttal Testimony of Marlin Scott, Jr. at 4. 

DID STAFF SUBMIT THEIR OWN RCND RATE BASES? 

No. Staff, instead, used a short-cut method and arrived at its RCRB numbers E 

multiplying Staffs OCRB by the ratio of the Company’s RCRB to the Company’ 

OCRB (less the acquisition adjustment). See Carlson Sb. at 17. 

DO YOU HAVE ANY PROBLEMS WITH THIS APPROACH IN LIEU 0 

PREPARING RCRB SCHEDULES? 

Yes. Although the Company accepted all of Staffs original cost plai 

adjustments, it did not accept all of the accumulated depreciation adjustments. TE 

Company’s trended accumulated depreciation was calculated by multiplying th 

ratio of original plant value to trended plant value on an account and vintage ye; 

basis. Because of this, Staffs trended accumulated depreciation, if performe 

using this methodology, would have been different than the result of simp1 

multiplying Staffs accumulated depreciation by the ratio of the Company’s RCR 

to the Company’s OCRB. 

The method used by Staff produces an RCND rate base that approximatt 

the actual RCRB where rate base schedules are prepared, but is not technical1 
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Q. 

A. 

Q. 

A. 

Q* 

A. 

Q- 

A. 

correct for the reason listed above. However, for the purposes of this case, Staff‘s 

RCRB calculation methodology is acceptable to Arizona-American. 

DO YOU AGREE WITH STAFF’S RECOMMENDED FVRB BASED ON A 

50 PERCENT OCRB AND 50 PERCENT RCRB WEIGHTING? 

No. I agree that the Commission often determines FVRB by equally weighting 

OCRB and RCRB. However, in the instant case, there is additional evidence of 

value not normally present in a rate proceeding. This additional evidence is the 

purchase price paid for the Citizens’ systems. The purchase price is higher than 

the Company’s FVRB. 

HAS STAFF’S FVRB INCREASED FROM THEIR ORIGINAL 

RECOMMENDATION? 

Yes. 

surrebuttal presentation. See Carlson Sb. at 17. 

HAS STAFF’S REVENUE REQUIREMENT INCREASED AS A RESULT 

OF THE FVRB GOING UP BY NEARLY $22 MILLION? 

No, it went down by an additional $130,075. Carlson Sb. at 18. To me, this is 

counter-intuitive. Although Staff lowered its recommended weighted cost of 

capital from 6.6 percent to 6.5 percent, this would not eliminate the increased 

revenue coming fiom a rate of return on the FVRB. Rather, as Mr. Stephenson 

also discusses in his rejoinder testimony, Staffs revenue requirement has gone 

down because it is recommending that the revenue requirement be determined by 

applying the rate of return to OCRB, rather than FVRB. 

DOESN’T THIS RENDER THE DETERMINATION OF FVRB 

MEANINGLESS? 

Yes, this is exactly what Staff has done in this case. Given Staffs acceptance in 

surrebuttal of RCRB, however, the flaw in Staffs approach is transparent. Staffs 

Staffs recommended FVRB increased by nearly $22 million in their 
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Q- 

A. 

Q. 
A. 

weighted cost of capital to OCRB. See, e.g., Schedule DWC-1 at In. 9[B] (Sun 

City West water district). The return on OCRB is shown to be 6.5%, Staffs 

weighted cost of capital. Id. at In. 4[B]. 

However, Staffs rate of return on FVRB, the rate base the Company seeks 

a rate of return on, is only 5.7%. Id. at In. 4[C]. What happened, I submit, is 

obvious. Staff determined the rate of return on FVRB after it fixed the revenue 

requirement based solely on OCRB by simply dividing the revenue requirement by 

the FVRB. This is why the revenue requirement is the same for RCND, OCRB 

and FVRB. Id. at In. 9[B]. In other words, the determined value of FVFU3, the 

point of this entire exercise, is meaningless and the rate of return on that FVRB is 

merely a fall out number utterly immaterial to Staffs recommended revenue 

requirement. 

WHAT WOULD BE THE DIFFERENCE IF STAFF WERE 

RECOMMENDING THAT ARIZONA-AMERICAN BE PROVIDED THE 

RECOMMENDED RATE OF RETURN ON FVRB? 

Staffs schedules show the rates of return on OCRB being the same for all districts 

and the rates of return on FVRB being different between districts. Again, this is 

true because the rates of return on FVRB simply fall out of another equation 

involving a previously determined revenue requirement and a different rate base. 

In short, if the determination of the revenue were based on FVRB, then I would 

expect the FVRB rates of return to be the same for all districts. Staffs approach 

makes no sense if we are engaging in fair value ratemaking. 

WHY NOT? 

There is a lot of cost of capital testimony from Staff witness Joel M. Reiker. He 

recommends a cost of equity for Arizona-American, not each district, which is then 
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Q- 

A. 

W ight d with th, cost of debt t arrive at a weighted cost of capits 

recommendation for the Company, not for each district. Let’s look at the situatio 

in this way. The Staff recommended fair value rates of return range from a low o 

4.2 percent to a high of 6.3 percent. In additional, the fair value equity return 

range from a low of 3.97 percent to a high of 8.76 percent. See Rejoinde 

Testimony of David P. Stephenson at Stephenson Rejoinder Exhibit 1. Why woull 

we be seeing a different cost of capital and different cost of equity on the FVRI 

for each district? The implication of Staffs recommendations is that it is better fo 

the Company invest in districts with higher returns than in those with low returns 

This is bad regulatory policy. 

It is also a fiction. Staff has totally ignored its own determination of FVRI 

in determining each district’s revenue requirement by failing to apply its ow1 

expert’s recommended cost of capital to FVRB. As a result, in some cases, Staf 

recommends fair value equity returns as low as 3.97 percent. A 3.97 percent rat 

of return is neither just nor reasonable. 

DO YOU THINK THIS WHY UTILITIES TYPICALLY FILE OCRB A! 

THEIR FVRB? 

Just looking at Staffs approach, I would say yes. Why would a company incur th 

additional expense of preparing an RCND study and RCRB as well as th 

additional expense of defending it when, under the approach recommended b 

Staff (and RUCO), it makes little or no difference to the outcome of a rat 

proceeding? As Dr. Zepp testified, this approach to fair value ratemaking is 

sham, and it cannot be more apparent than it is in this case. 

Testimony of Thomas M. Zepp at 29. 

See Rebutta 

-1 1- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Iv. 
Q. 

A. 

INCOME STATEMENT. 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSE1 

ADJUSTMENTS TO REVENUES AND EXPENSES AND WHA’ 

ADDITIONAL ADJUSTMENTS, IF ANY, YOU HAVE ACCEPTED FROB 

STAFF AND/OR RUCO? 

Yes. Company Rejoinder Schedule C-1 shows the rejoinder adjusted test yea 

revenues and expenses. Adjustments are shown on Rejoinder Schedule C-2. 

Rejoinder adjustment number 1 adjusts property taxes based on th 

Company’s rejoinder adjusted revenues and proposed revenues. 

Interest synchronization with rate base is the basis for rejoinder adjustmen 

number 2. Only two districts were adjusted, Mohave water and Sun City water. 11 

the case of Mohave water, the Company accepted an additional Staff adjustment tc 

plant in service. This lowered the Company’s proposed rate base and lowerec 

interest expense. In the case of Sun City water, there was a calculation error in thl 

rebuttal filing which overstated interest expense. The adjustment to Sun Cit 

water district corrects the error. 

Rejoinder adjustments numbers 3, 4, 5 and 6 correct corporate overheat 

expenses for salaries and wages, office supplies, insurance, and miscellaneou 

expense. There was a calculation error in the rebuttal filing. The Company i 

now in agreement with RUCO on the actual 2002 corporate overhead (i.e., non 

Service Company) expenses. 

Rejoinder adjustment number 7 corrects the Service Company expensc 

level. There was a calculation error in the rebuttal filing. However, the Cornpa? 

and R JCO still do not agree on the amount. The difference between the parties i 

approximately $377,000. This amount can be tied to January and Februar 

billings, which were abnormally low because Arizona-American had not yet take] 
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Q* 

A. 

Q* 

A. 

Q. 
A. 

over all operations and the Service Company was not fully implemented into thc 

Company’s operations. The January billings were $22,441 and the Februay 

billings were $2 15,344, while the March through December billings averagec 

$4 12,882, so the Company’s proposed Service Company expense level normalize: 

this 10 month average for a full year. 

Rejoinder adjustment 8 applies to the Mohave water district only and is tht 

result of accepting Staffs additional adjustment to plant is service. 

DOES STAFF STILL PROPOSE THE USE ON CITIZENS’ CORPORATE 

OVERHEAD EXPENSES AS OPPOSED TO ARIZONA-AMERICAP 

SERVICE COMPANY CHARGES AND OVERHEAD EXPENSES? 

Yes, as Mr. Stephenson also discusses in detail in his rejoinder testimony. 

WHAT ADDITIONAL TESTIMONY DID STAFF OFFER ON THIS 

ISSUE? 

None. In rebuttal, the Company provided additional support for the use 0: 

Arizona-American expenses by showing that the Citizens’ test year expenses wert 

artificially low and therefore, not representative of the expenses that would bc 

incurred at the time rates set in this proceeding would be in effect. In it2 

surrebuttal, Staff asserts that the Company provided no evidence justifymi 

Arizona-American’s rejection of the Citizens’ 200 1 corporate overhead expensc 

levels and that “in the absence of contrary evidence, the test year is assumed to bt 

representative on on-going operations.” Surrebuttal Testimony of Alexandei 

Ihbade Igwe (“Igwe Sb.”) at 4. 

DO YOU AGREE WITH MR. IGWE’S TESTIMONY? 

No. The fact is that Citizens’ corporate overhead expenses for both 1999 and 200C 

were significantlv higher, not slightly higher than 200 1 .  See Rebuttal Testimony oj 

Thomas J. Bourassa at 24 and Exhibit 11. It is not unreasonable to conclude fion 
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I ’  U 

Q* 

A. 

Q. 

A. 

this that there is something amiss in the test year. Something Rob Kuta explained 

in his direct testimony, something the Company showed through data requesi 

responses, and something Ray Jones further describes in his rejoinder testimony- 

that Citizens’ was winding down operations and reducing corporate overheads as il 

finalized the sale of its assets. 

Most importantly, setting aside Staffs refusal to look at the evidence in the 

Citizens’ side of the equation, there is a known and measurable change on the 

Arizona-American side of the transaction. The change in ownership from Citizens 

to Arizona-American is known and measurable and so are the American Water 

Works overhead and Service Company costs that began to be incurred in 2002, 

continued to be incurred in 2003 and will continue to be incurred during the period 

the rates approved in this proceeding will be in effect. RUCO and the Company 

recognize this and have made adjustments to the test year. Staff rehses to do so, 

clinging to test year expenses that have no relationship whatsoever to the period 

that the rates will be in effect in pursuit of lower revenue requirements. 

DOESN’T THE USE OF ARIZONA-AMERICAN SERVICE COMPANY 

CHARGES AND OVERHEAD EXPENSES CAUSE A MISMATCH WITH 

REVENUES? 

No. Citizens’ overhead expenses, no matter the level, will not be charged to the 

Company’s operations on a going forward basis. It makes no sense to use 

Citizens’ overhead expenses when setting rates on a going forward basis. 

HAS STAFF BEEN CONSISTENT IN APPLYING THE 

EXPENSE/REVENUE MATCHING PRINCIPLE? 

No. For example, Staff has accepted the Company’s proposal to use 2004 

revenues from Del Webb payments in the Anthem water and Agua FridAnthem 
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Q9 

A. 

. . .  

. . .  

wastewater districts. I do not see much difference between these PILAR revenue; 

and the Service Company charges, except the impact on the revenue requirement. 

DOES STAFF CONTINUE TO REJECT THE COMPANY’S PROPOSAI 

TO USE 2002 ACTUAL SALARIES AND WAGES IN PLACE OF THE 2001 

EXPENSES? 

Yes, for the same reasons the Company’s proposed overhead and Servicc 

Company expense levels were rejected. In its direct presentation, Staff asserted thc 

Company’s proposal was “not based on a known and measurable change.” Direc 

Testimony of Alexander Ihbade Igwe at 15. Now that the Company has adjustec 

salaries and wages to 2002 actual expenses (i.e., known and measurable), Staf 

asserts the adjustment “creates a mismatch between test year revenues, expenses 

and rate base.” See Igwe Sb. at 7. 

The same arguments in support of the use of Arizona-American corporatc 

overhead expenses and Service Company charges apply here. First, the Companj 

has shown that the test year salaries and wages were significantly less than thc 

prior years, supporting use of these expenses when setting prospective rates 

Second, there is a plausible reason for the reduction in overhead expenses - thc 

winding down of Citizens’ operations in anticipation of the pending sale. Third 

there is a known and measurable change impacting the expense levels associatec 

with on-going operations. Citizens’ salaries and wages, no matter the level, wil 

not be charged to operations on a going forward basis. It makes no sense to us€ 

Citizens’ wages and salaries when setting rates on a going forward basis. Again 

RUCO and the Company recognize this and have made adjustments to the tesi 

year. 

-15- 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

0 

0 

0. 

0 

0 

0 

0 

0 

0 

0 

0 

0 

DO THE COMPANY AND RUCO AGREE ON THE LEVEL OF 

SALARIES AND WAGES? 

No. While RUCO corrected its actual salaries and wages amounts, RUCO 

continues to advocate a 27% capitalization rate. Diaz Cortez Sb. at 8. This results 

in salaries and wages expense approximately $150,000 lower than the Company’s 

recommended level See Bourassa Rejoinder Exhibit 4, attached hereto. 

WHY DOES RUCO USE THIS 27 PERCENT CAPITALIZATION RATE? 

I do not know how the 27 percent rate was derived. The weighted average 

capitalization rate during the test year was 22.85 percent with rates by district 

ranging from 4.75 percent to 50 percent. Logically, those districts experiencing 

growth have more substantial plant expenditures and experienced the highest 

capitalization rates. The actual capitalization during 2002 is the only 

representative year for the 10 districts under Arizona-American’s ownership. The 

capitalization rates have not been shown to be unreasonable by any of the parties, 

are known and measurable, and are the best estimates at this time. 

CAN YOU ADDRESS RUCO’S CLAIM THAT THE COMPANY HAS 

FAILED TO PROPERLY COMPUTE PROPERTY TAXES? 

Yes. RUCO insists that 1999, 2000, and 2001 be used in computing property 

taxes. They base their argument on the Arizona Department of Revenues 

((‘ADOR’) instructions for computing property taxes for water and sewer 

companies, which instructions state that the average of the previous three years be 

used in the computation. However, I disagree with RUCO. For ratemaking, where 

prospective rates are set, property taxes must be synchronized with prospective 

revenues to insure the Company recovers its property taxes on a going forward 

basis. 

Q. 

A. 

Q- 
A. 

Q* 

A. 
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16 
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18 
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21 

22 

23 

24 

25 

26 

IS THIS SYNCHRONIZATION OF PROPERTY TAX WITH REVENUES 

PROPER RATEMAKING? 

Yes it is. If income taxes can be adjusted based on adjusted revenues and expenses 

for ratemaking purposes, then property taxes can also be adjusted. It is certainly 

proper ratemaking to include all known changes to expenses. Calculating property 

taxes based on data other than test year revenues at present and proposed rates is 

similar to using actual income tax expense in the test year. I would note, that the 

Company and Staff are in agreement on the computation of property taxes. 

OTHER ISSUES - TOLLESON AGREEMENT. 

PLEASE EXPLAIN THE POSITIONS OF STAFF AND RUCO 

REGARDING THE COSTS BEING INCURRED UNDER THE 

COMPANY’S TOLLESON AGREEMENT. 

Both RUCO and Staff continue to advocate denial of the Company’s request for a 

surcharge for Rate Component 3 (contingencies) and Rate Component 4 

(treatment plant improvements), as these rates were amended in the Third 

Amendment. They claim recovery of these costs should be made in future rate 

proceeding once the plant has been installed. Carlson Sb. at 10-11; Diaz Cortez 

Sb. at 14-15. 

WHAT REASONS ARE OFFERED BY STAFF AND RUCO FOR 

POSTPONING RECOVERY OF THE INCREASED COSTS OF THE 

TOLLESON AGREEMENT THROUGH RATES? 

Staff argues that (1) its engineering staff must have the opportunity to inspect the 

plant once it is installed and, (2) it should have the opportunity to review the 

known and measurable expenses. Carlson Sb. at 10. In other words, Staff is 

treating these increased costs as if the Company owned the plant. RUCO appears 

Q. 

A. 

V. 

Q. 

A. 

Q* 

A. 
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Q. 

A. 

Q* 

A. 

Q* 

A. 

Q* 
A. 

. . .  

. . .  

. . .  

to take the same position, referring to the Tolleson costs as plant investment. Sei 

Diaz Cortez Sb. at 15. 

DOES THE COMPANY OWN OR OTHERWISE CONTROL THI 

TOLLESON PLANT? 

No. As explained in Fredrick Schneider’s rebuttal and rejoinder, the Tollesoi 

agreement is like an O&M agreement. The Company has no control over the plan 

and its operations beyond the ability to verify the plant improvement costs. 

IF THE COMPANY IS PLACED IN THE POSITION OF OWNING THI 

PLANT, SHOULDN’T THE COMPANY BE AFFORDED RATE BAS1 

TREATMENT AT SOME FUTURE RATE PROCEEDING? 

Yes, and correspondingly, it should recover depreciation and earn a rate of retun 

on the fair value of this “investment.” Further, the Company should be allowec 

AFUDC until the plant is recognized as used and useful. I am not sure Staff ha 

given proper consideration to the issues raised and the additional cost to the ratc 

payers by putting the Company in the position of owning the plant. 

DOES THE COMPANY’S SURCHARGE PROPOSAL INCLUDE RAT1 

BASE TREATMENT? 

No. The surcharge treats the increased costs arising out of the Third Amendmen 

as expenses and allows for the recovery of actual costs incurred. 

WHAT HAS THE COMMISSION DONE IN THE PAST? 

Correctly recognized that the Company does not own the plant and the costs werc 

correctly treated as operating expenses and included in rates. No rate basc 

treatment was authorized. 

-18- 
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UNDER THE COMPANY’S SURCHARGE PROPOSAL WON’T STAFF 

HAVE AN OPPORTUNITY TO VERIFY THE “KNOWN AND 

MEASURABLE” EXPENSES”? 

Yes, as with all surcharge mechanisms, annual reporting to the Commission will 

provide Staff the opportunity for review. Because the collection period on Rate 

Component 4 is extended to the end of the contract (2025), it is unlikely the 

Company will overcollect via the surcharge. 

THE COMPANY HAS NOT PROPOSED AN EARNINGS COMPONENT 

IN THE RATE COMPONENT 4 SURCHARGE EVEN THOUGH IT IS 

PAYING THE COSTS UP-FRONT AND COLLECTING THE 

SURCHARGE OVER SEVERAL YEARS? 

There is no rate of return component, however, there is a provision to cover the 

annual cost of carrying any associated debt. Debt will likely be incurred because 

Rate Component 4 has an estimated cost of approximately $10,000,000 (the 

Company’s share of plant improvements to be made by Tolleson over the next 5 

years). These costs will be paid up-front (by 2008) as Tolleson makes the 

improvements while the Company will collect the surcharge over the life of the 

contract (2025). 

Rate Component 3 is for contingencies and will be collected as incurred. 

The only difference between the old the new Rate Component 3 is the fbnding 

amount and aggregate reserve. The old Rate Component 3 is currently being 

collected in rates. 

DO YOU HAVE ANY OTHER COMMENTS? 

Yes. RUCO asserts that surcharges are for expenses that are volatile in nature and 

wildly fluctuate. See Diaz Cortez Sb. at 15. This is not true in all circumstances. 

Adjusters are also relevant for significant costs beyond the control of management. 

-19- 
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Q* 
A. 

For example, the Company currently has in place a surcharge adjuster for CAI 

costs in the Sun City, Sun City West and Paradise Valley water districts. Thesl 

costs are not volatile and have not fluctuated wildly. 

DOES THAT CONCLUDE YOUR TESTIMONY? 

Yes. 

148 1447.1 

-20- 



BOURASSA 
Rejoinder Schedules 



I 
BOURASSA REJOINDER 

EXHIBIT 1 



m IC 

0 19 N 

OD 

s 
N 

2 
s 
9 
W 

Ln m 

yc 0 

(0 W 
". 

v? 
r 

r 
0 
9 
m 
r 

r 

s 
m 
m 
r 

v. 

N IC 

N W 
". 

2 
m 
r 

- m 
0 : 
r - 

x 

z 
t 
r 
r m 

P P x z 

s r. 
2 m 

N 



I 
I 
I 

I 
1 
I 

,I 

1 
I 
I 
I 
I 
1 
I 
I 

I R 
'I 
~I 
I 

1 

c x 
N 

r 
N 

K 
I. 
v? ..- 

(ti 

g 
k 
r 
0 

f *. 
m- 
m W 

r 

(ti 

Q 
o! 
0 m 

N N 
*. 
m. 
z 
r 

(ti 

E 
7 
P 

m r 

r m 
'9 

m. 
m N 

r 

(ti 

L 

J 
2 
=-, c u 
C 

v) 

g 
2 
N 

N m -. 
9 
I. N 

r 

s 
W 

B 
N 

N m 
F? 

9 
R 
r 

2 
2 m 

m m 

v)- m 
0. 

..- 

r 

s 
Q? 
..- 

r m 

0 W 

z g 
..- 

L 
J 

$j 
2 
2 
c 

E 
0 
c 
0 

s m 
2 

0 v) 

0 v) 

*. 

s 
P ; 

2 
m 
0 P 

s 
I. x m 

0 N 

In m 
P. 

s 
P 

2 
0 

h 
r 
9- 
m m 

L 

J 
I 
m n 
3 

g 
9 
4 

- 
r 
r r 

r 
P c 

s 
9 
? 
N 

r 
I. 

0 

W 

0 
r - 

s rn 

x .- 

- m 
r 

0. 

m 
N N 

s 
0 
..- + 
- 
0 N 

N I. 
". 
m 
v 

kl 
2 
.- 
i; 
m 

2 

s m 
k 

m W 

N 
a 

f 
W 

2 

I. W 

N 
e. 

s 
v! 
7 
T 

0 
7- 

n- 
o, 

s 
9 
7 
m 

c m 
v- 
r 
m 
v 

ti c 
I 
w 
> m r 

w 
m - 
I 

F 



I 
I 

BOURASSA REJOINDER 
EXHIBIT 2 



0 m 
r w m r. 

W 0 

W W t. 
t 

r 
m ". 
m m 
N 

E 
r 

N- 
m 
N 

w W 

z .- 

z 
o? 

N 
W 
r 

.- 

N Tr 

9 m 

". W 

.- 

L 

d 
2 
v) 

F 
I 

m 
m 
m 

m 

N 

In 
r 
0 

69 

lo IC 

lo N 
-- 

f m m 

69 

N 
m 

'". 
2 
W 

m 
r .- 

69 

-$ cr 

2 
r 
-. 
m 
r 

69 

r * 
0 
'4 
m 

a- 
.- 
m 
r 

69 

r 
m 
m- 

". 
N W 

W m 
r 

69 

m m 
L". 

m 
a. m 

W 

w 
r 

69 



I 

I 

BOURASSA REJOINDER 
EXHIBIT 3 



Arizona-American 
Company, Staff, RUCO Accumulated Depreciation 

Sun City Water 

Sun City Wastewater 

Sun City West Water 

Sun City West Wastewater 

Tubac Water 

Agua Fria Water 

Anthem Water 

AnthemJAgua Fria Wastewater 

Mohave Water 

Havasu Water 

Totals 

Company 
13,280,503 

7,195,117 

6,197,918 

14,145,184 

569,206 

4,969,080 

2,086,614 

787,791 

7,686,592 

481.120 

Staff 
13,448,389 

7,183,935 

6,295,135 

14,149,249 

568,057 

5,020,828 

2,086,489 

788,107 

7,759,282 

537.41 1 

Difference 
(1 67,886) 

11,182 

(97,2 1 7) 

(4,065) 

1,149 

(51,748) 

125 

(316) 

(72,6 90) 

(56,291) 

Exhibit #3 
Witness: Bourassa 

RUCO 
12,984,540 

7,669,305 

6,476,417 

11,800,953 

536,707 

5,281,600 

2,591,766 

1,631,249 

9,097,901 

581,440 

Difference 
295,963 

(474,188) 

(278,499) 

2,344,23 1 

32,499 

(31 2,520) 

(505,152) 

(843,458) 

(1,411,309) 

(1 00,320) 

57,399,124 57,836,882 (437,758) 58,651,878 (1,252,754) 
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Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 7 

Adjustment Number 6 Witness: Bourassa 

Line 
NsL 
1 Projected Addttwnal Fxpenses 
2 
3 
4 Expense (Corporate) $ 6,226 
5 Rebuttal Filing Proposed Additonal 
6 Misc. Expense (Corporate) 5,069 
7 

9 Increase (Decrease) in Addtional Expenses $ 1,157 
10 
11 Adjustment to Revenue andlor Expense $ 1,157 
12 
13 
14 
15 

.. 

Corrected Actual 2002 Additional Misc. 

a 



Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 

1 Service Comaanv Cha raes 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.1384 

$ 656,525 

$ 4,981,460 
0.1384 

689,434 

$ (32,909) 

Exhibit 
Rejoinder Schedule C-2 
Page 8 
Witness: Bourassa 



Arizona American - Agua Fria Water 
Test Year Ended December 31, 2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Line 
E L  

1 Fair Value Rate Base 
2 
3 Adjusted Operating Income 
4 
5 Current Rate of Return 
6 
7 Required Operating Income 
8 
9 
10 
11 Operating Income Deficiency 

Required Rate of Return on Fair Value Rate Base 

IL 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
5/8 Inch Residential 
314 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 
518 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
6 Inch Commercial 
2 Inch Public Interruptible 
3 Inch Public Interruptible 
6 Inch Public Interruptible 
8 Inch Public Interruptible 
10 Inch Public interruptible 
4 Inch Prison 
4 Inch Private Fire 
6 Inch Private Fire 
8 Inch Private Fire 
Miscellaneous Revenues 
Subtotal Water Revenues 

Present 
Rates 

$ 3,127,076 
36,220 

399,199 
78,797 

328,284 
563 

4,629 
4,437 

31,984 
91,467 

359,785 
359,249 
147,370 

4,838 
282,872 
71,829 
7,554 

248,933 
2,520 

10,890 
4,020 

Proposed 
Rates 

$ 3,160,350 
36,628 

403,825 
79,800 

332,473 
569 

4,679 
4,491 

32,367 
92,624 

364,305 
363,719 
149,298 

4,838 
282,872 

71,829 
7,554 

251,398 
2,545 

10,999 
4,060 

Exhibit 
RejoinderSchedule A-I  
Page 1 
Witness: Bourassa 

1 8,346,919 

1,340,208 

7.30% 

$ 

1,378,954 

7.52% 

38,746 

1.6286 

$ 63.103 

Dollar 
Increase 

$ 33,274 
407 

4,625 
1,003 
4,189 

6 
50 
54 

383 
1,156 
4,520 
4,470 
1,928 

2,465 
25 

109 
40 

Percent 
In crease 

1.06% 
1.13% 
1.16% 
1.27% 
1.28% 
1.05% 
1.08% 
1.21 % 
1.20% 
1.26% 
1.26% 
1.24% 
1.31% 

0% 
0.00% 
0.00% 
0.00% 
0.00% 
0.99% 
1 .OO% 
1 .OO% 
1 .OO% 

339,961 339,961 0.00% 
$ 5,942,478 $ 6,054,661 $ 112,183 1.89% 



Line 
UL 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Customer 
Classification 
Revenue Annualizations 
5/8 Inch Residential 
3/4 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 
518 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
6 Inch Commercial 
6 Inch Public Interruptible 
10 Inch Public Interruptible 
4 Inch Private Fire 
6 Inch Private Fire 
8 Inch Private Fire 
Totals 
Total Revenues 

p 
Rejoinder B-1 
Rejoinder C-I 
Rebuttal D-1 
Rejoinder H-I 

Present 
!we.% 

$ 202,538 
1,584 

10,260 
5,170 

44,120 
(563) 
201 

(492) 
2,266 

14,983 
31,582 
(1,330) 
16,136 

(81,903) 

1,440 
1,530 

(7,554) 

Proposed 
R&%% 

$ 204,614 $ 
1,602 

10.377 
5,236 

44,679 
(569) 
203 

(498) 
2,293 

15,172 
31,976 
(1,347) 
16,348 

(81,903) 
(7,554) 
1,454 
1,545 

Exhibit 
Schedule A-I  
Page 2 
Witness: Bourassa 

Dollar Percer 
increase Increase 

2,075 1.02% 
17 1.10% 

117 1.14% 
66 1.27% 

559 1.27% 
(6) 1.05% 
2 0.98% 

(6) 1.19% 
26 1.17% 

188 1.26% 
394 1.25% 
(17) 1.30% 
212 1.31% 

0.00% 
0.00% 

14 1.00% 
15 1.00% 
10 1.00% 1,020 1,030 

240,990 244,657 3,667 1.52% 
$ 6,183,467 $ 6,245,839 $ 62,372 1.01% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Summary of Fair Value Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

!=e&% 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
plus: 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

Exhibit 
Rejoinder Schedule B-1 
Page 1 
Witness: Bourassa 

Original Cost RCND Fair Value 
Pate base Rate base Rate base !RCND OnivJ 

$ 51,067,939 $ 56,030,950 $ 56,030,950 
4,969,080 5,454,713 5,454,713 

$ 46,098,859 $ 50,576,237 $ 50,576,237 

27,385.370 30,046,803 30,046,803 

1,973,438 2,165,225 2,165,225 
17,289 17,289 17,289 

13,203,438 

$ 29,926,200 $ 18,346,919 $ 18,346,919 



Line 
N a  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Rebuttal 
Adjusted 
at end 

of 
llxtYex 

5 51,067,939 

4,969,080 

$ 46,098,859 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 27,385,370 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

1,973,438 

17,289 

13,203,438 

Total 5 29,926,200 

SUPPORTING SCH EDULES: 

Exhibit 
Rejoinder Schedule 8-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

L.&s.l Amount Test Year 

5 51,067,939 

4.969.080 

46,098,859 5 

27,385,370 

1,973,438 

17,289 

13,203,438 

5 29,926,200 



I 
E 
a 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
1 1  
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

a 

la 

2a 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

Total 

Rebuttal 
Adjusted 

at end 
of 

Test Year 

$ 56,030,950 

5,454,713 

$ 50,576,237 

30,046,803 

2,165,225 

17,289 

!=&2gl Amount 

$ 18,346,919 

I 
I 
I 
1 
I 
I 
I 
I 

Exhibit 
Rejoinder Schedule 8-3 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

Test Year 

$ 56,030,950 

5.454.713 

50,576,237 $ 

30,046,803 

2,165,225 

17,289 

$ 18,346,919 



Line 
ria 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
ResL4us 

$ 5,846,076 

339,961 
$ 6,186,037 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Oftice Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Regulatoiy Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Profit (Loss) Before Interest B Taxes 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHFDUI Es; 
Rejoinder C-2 

$ 543,704 
382,700 
601,814 

10,523 
198,956 
134,152 
35,465 

689,434 
8,614 

25.841 

31,972 

43,906 
188,081 

1,157,575 
34,037 

310,758 
483,841 

$ 4,881,371 
$ 1,304,666 

(534,996) 

$ (534,996) 
$ 769,669 

Exhibit 
Rejoinder Schedule C-1 
Page 1 
Witness: Bourassa 

Rejoinder Rejoinder 
Test Year Proposed Adjusted 

with Rate Adjusted Rate 
R e s l I k l n c r e a s e -  

$ 5.846.076 62,372 $ 5,908,448 

339,961 339,961 
- $ 6,186,037 $ 62,372 $ 6,248,409 $ 

1,818 $ 545,522 
382,700 
601,814 

10,523 
198,956 

(21,708) 11 2,445 
35,465 

(32,909) 656,525 
8,614 

25.841 

$ 545,522 
382,700 
601,814 

10,523 
198,956 
11 2,445 
35,465 

656,525 
8,614 

25.841 

(5,279) 26,694 26,694 

43,906 43,906 
1,157 189,238 189,238 

1,157,575 1,157,575 
34,037 34,037 

(966) 309,791 309,791 
22,343 506.184 5 3 0,2 5 9 

$ (35,543) $ 4,845,829 $ - $ 4,869,903 
$ 35,543 $ 1,340,208 $ 62,372 $ 1,378,505 

(534,996) (534,996) 

- $ (534,996) $ - $ (534,996) $ 
$ 35,543 $ 805,212 $ 62.372 $ 843,509 

Rejoinder A-1 



Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Water/ 
Sewer 
w 

Line 
NsL 

1 
2 R e v e n u e s  
3 Revenues 
4 
5 Other Revenues 
6 
7 Operat ina F x o m  
8 Salaries and Wages 
9 

Descriotioa 

None 

None 

3 Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

1,818 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Purchased Water 

Purchased Wastewater Treatment None 

Purchased Power None 

Fuel for Power Production 
Chemicals None 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) (21,708) 

(32,909) 

23 
24 Outside Services 
25 Service Company Charges 

26 
27 Water Testing 
28 Rents 
29 
30 Transportation Expenses 
31 Insurance - General Liability 

32 
33 
34 Rate Case Expense 
35 
36 Miscellaneous Expense 

Insurance - Health and Life 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

5 

Correction adjustment to Actual 2002 
Additional (Corporate) 1 .I 57 

37 
38 Depreciation Expense 
39 Taxes Other Than Income 
40 
41 Property Taxes 
42 Income Tax 
43 Tolleson Wastewater User Fees 
44 Total Operating Expenses 
45 Operating Income 
46 Other Income- 
47 Interest Income 
48 Other income 
49 interest Expense 
50 Other Expense 
51 
52 
53 Net Income 
54 

GainlLoss Sale of Fixed Assets 

Depreciation Expense 
None 

Property Taxes (966) 

$ (35,543) 
$ 35,543 

22,343 
None 

2 Interest Expense Synch. 

$ 
$ 35,543 



Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 

1 Adjust Property Taxes to Reflect Proposed Re venues; 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year‘s of revenue 
Average of three year‘s of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Witness: Bourassa 

$ 6,186,037 
6,186,037 
6,248,409 

$ 6,206,828 
12,413,655 

251,004 

$ 251,004 

$ 12,162,651 
25% 

3,040,663 
10.188273% 

309,791 
0 

$ 309,791 
310,758 

$ (966) 

I 
I 



Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
Witness: Bourassa 

Line 
- No. 
1 Interest Svnchron ization with Rate Base 
L 
3 
4 
5 Rejoinder Synchronized Interest Expense 
6 Rebuttal Filing Interest Expense 
7 Increase in interest Expense 
8 
9 
10 
11 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-1 

Adjustment to Revenues and/or Expense 

$18,346,919 
2.92% 

534,996 
534,996 

z 



Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 4 

Adjustment Number 3 Witness: Bourassa 

Line 

itu2n;al Fxoenses 
N!L 
1 Projected Add 
2 
3 
4 &Wages Expense (Corporate) $ 115,332 
5 
6 &Wages Expense (Corporate) 113,513 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ 1,818 
10 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

11 
12 
13 
14 
15 

Adjustment to Revenue and/or Expense $ 1,818 



I 
1 
1 
I 
0 
I 
I 
I 
I 
1 
1 

I 
I 
8 
II 
I 
I 
I 

a 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 5 

Adjustment Number 4 Witness: Bourassa 

Line 

i '  
b!!L 
1 m c t e d  Add tional F w n s e s  
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 108,264 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 129,971 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ (21,708) 
10 
11 Adjustment to Revenue and/or Expense $ (21,708) 
12 
13 
14 
15 



I 
I 
1 
I 
I 

Arizona American - Agua Fria Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 6 

Adjustment Number 5 Witness: Bourassa 

Line 
m 

1 Projected Add itional Expenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 26,166 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 31,445 
7 

9 Increase (Decrease) in Addtional Expenses $ (5,279) 
10 
11 Adjustment to Revenue and/or Expense $ (5,279) 
12 
13 
14 
15 

a 

I 
I 

II 
m 

I 



I 
I 
s 
8 

i 
6 
I 
I 

ANTHEWAGUA FRIA WASTEWATER 



Line 
L 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer Pres 
Classification 
Residential 
Small Commercial 5/8 Inch Meter 
Small Commercial 3/4 Inch Meter 
Small Commercial 1 Inch Meter 
Large Commercial 
Revenues from Treatco excluding Annualization 

Miscellaneous Revenues 
Subtotal of Revenues 

Revenue Annualization 
Treatco Revenue Annualization 
Residential 
Small Commercial 5/8 Inch Meter 
Small Commercial 314 Inch Meter 
Small Commercial 1 Inch Meter 
Large Commercial 
Total Revenue Annualization 
Total Revenues with Revenue 

SUPPORTING SC HEDULES; 
Rejoinder B-1 
Rejoinder C-I 
Rebuttal D-I 
Rejoinder H-I 

Annualization 

nt Proposed 
E&&& Bates. 

$ 650,824 $ 888,618 

Exhibit 
Rejoinderschedule A-I  
Page 1 
Witness: Bourassa 

$ 2,789,661 

18,444 

0.66% 

$ 209,671 

7.52% 

$ 191,227 

1.6286 

$ 311,438 

Dollar P rcent 
Increase locrease 

$ 237,795 36.54% 
1,501 2,050 549 36.55% 

0.00% 
0.00% 

29,477 40,227 10,750 36.47% 
11,231 11,231 0.00% 

986.072 986.072 0.00% 
$ 1,679,105 $ 1,928,198 $ 249,093 14.83% 

13,480 13,480 0.00% 
167,515 228,715 61,200 36.53% 

(1,148) (307) 36.54% 
0.00% 
0.00% 

(841) 

3,990 5,363 1,433 36.47% 
184,083 246,409 62,326 33.86% 

1.863.188 2.174.607 311.419 16.71% 



Line 
k4.a 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

Summary of Fair Value Rate Base 

Original Cost 
Rate base 

Gross Utility Plant in Service $ 23,036,402 
Less: Accumulated Depreciation 787,791 

Net Utility Plant in Service $ 22,248,611 

Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
investment tax Credits 
plus: 
Deferred Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Total Rate Base 

Construction 

Construction - Net of amortization 

Charges 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

19,045,098 

472,196 

RCND 
Rate base 

$ 23,671,364 
826,446 

$ 22,844,918 

19,570,045 

485.212 

Exhibit 
Rejoinder Schedule B-I 
Page 1 
Witness: Boutassa 

Fair Value 
Rate base (RCND OnlvJ 

$ 23,671,364 
826.446 

$ 22,844,918 

19,570,045 

485,212 

6,087,822 

$ 8,819,139 $ 2,789,661 $ 2,789,661 

RECAP SCHEDULES; 
Rejoinder A-I 



Line 
NQ 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Arizona American - AnthedAgua Fria Wastewater 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 
at end 

of 
T e s t Y e a r  

$ 23,036,402 

787,791 

$ 22,248,611 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 19,045,098 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Deferred Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

Charges 

EDULES 
Rebuttal 8-2 

472,196 

6,087,822 

$ 8,819,139 

Exhibit 
Rejoinder Schedule B-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

Amount T e s t r  

$ 23,036,402 

787.791 

$ 22,248,611 

19,045,098 

472,196 

6,087,822 

$ 8,819,139 



Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Exhibit 
Rejoinder Schedule 6-3 
Page 1 
Witness: Bourassa 

Line 
NCL 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

T e s t Y e a r  

$ 23,671,364 

826,446 

$ 22,844,918 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 19,570,045 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Deferred Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

Charges 

p 
Rebuttal 8-3 

485.212 

$ 2.789.661 

Rejoinder 
Adjusted 

at end 
of 

Amount Test Yea r 

$ 23,671,364 

826,446 

$ 22,844,918 

19,570,045 

485.212 

$ 2,789,661 



Line 
ML 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
i 8  
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31, 2001 

Exhibit 
Rejoinder Schedule C-1 

Income Statement 

Revenues 
Flat Rate Revenues 
Measured Revenues 
Other Wastewater Revenues 

Operating Expenses 
Salanes and Wages 
Purchased Wastewater Treatment 
Purchased Power 
Fuel for Power Production 
Chemicals 
Matenals and Supplies 
Reparrs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General liability 
Insurance - health and Life 
Regulatory Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other income (Expense) 
Net Profit (Loss) 

5- D L  : 
Rebuttal C-1 
Rejoinder C-2 

Rebuttal 
Test Year 
Adjusted 
Fiesm 

$ 880,474 

986,072 
$ 1,866,546 

$ 256,067 
19,925 
5,714 

66,821 
26,544 

277,965 

8,308 

(3.76 1) 

12,319 
241,232 
864,771 

16,213 
109,052 
(44,357) 

$ 1,855,760 
$ 10,786 

(81,347) 

$ (81.347) 
.S 170.560) 

Pabe I 
Witness: Bourassa 

Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 

!A?A Adiustment F i e s m l n c r e a s e l n c r e a s e  

$ 880,474 311,419 $ 1,191,893 

986,072 986,072 
$ - $ 1,866,546 $ 311,419 $ 2,177.965 

909 $ 

(175) 

(13,268) 

(803) 

1,091 

(227) 
4,814 

256,976 
19,925 
5,714 

(1,053) 

66,646 
26,544 

264,697 

8,308 

(4,564) 

12,319 
242,323 
864,771 

16,213 
108,825 
(39,542) 

$ 256,976 
19,925 
5,714 

(1.053) 

66,646 
26,544 

264,697 

8,308 

(4.564) 

12,319 
242,323 
864,771 

16,213 
108.825 
80,662 

$ (7,658) $ 1,848,102 $ - $ 1,968,306 
$ 7,658 $ 18,444 $ 311,419 $ 209,659 

(81,347) (81,347) 

$ - $ (81,347) $ - $ (81.347) 
$ 7,658 $ (62,902) $ 311,419 $ 128,313 

RECAP SCHE DUCFS 
Rejoinder A-1 



Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Agua Fria 
Anthem 
smxec 

I 
I 
I 

Water/ 
Sewer 
!&bel 

Line 
Ne 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Descriotion 

Revenues 
Revenues None 

Other Revenues None 
$ 

909 

gperatina ExDenses 
Salaries and Wages 

3 Correction adjustment to Actual 2002 
Additional (Corporate) 

None 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Purchased Water 

Purchased Wastewater Treatment None 

Purchased Power None 

Fuel for Power Production 
Chemicals None 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 
23 
24 
25 

Outside Services 
Service Company Charges Correction adjustment to Actual 2002 

Service Company Charges 

None 
None 

(13,268) 
26 
27 
28 
29 
30 
31 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

None 
Correction adjustment to Actual 2002 
Additional (Corporate) 

5 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 
53 
54 

4a 

Insurance - Health and Life 
Rate Case Expense 

None 
None 

Miscellaneous Expense Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

1.091 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 

None 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

Other Inco- 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

2 Interest Expense Synch. 

$ 
$ 7,658 Net Income 



Arizona American - Anthem/Agua Fria Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 

1 
- 

Adjust Propertv Ta xes to Reflect Proaosed Re venues: 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 

a 

l a  

2a 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Witness: Bourassa 

$ 1,866,546 
I, 866,546 
2,177,965 

$ 1,970,353 
3,940,705 

49,104 

$ 49.104 

$ 3,891,601 
25% 

972,900 
I 1.1a5601% 

ioa,a25 

109,052 
$ (227) 

s (227) 



Arizona American - Anthem/Agua Fria Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
No. 

ith Rate Base 1 Interest Svn-on w 
2 
3 Rejoinder Fair Value Rate Base 
4 Weigted Cost of Debt from Schedule D-1 
5 Rejoinder Synchronized Interest Expense 
6 Rebuttal Filing Interest Expense 
7 Increase in Interest Expense 
8 
9 
10 
11 

. .  - 

Adjustment to Revenues andlor Expense 

Exhibit 
Rejoinder Schedule C-2 
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Witness: Bourassa 

$2,789.661 

81,347 
81,347 

2.92% 

$ 



Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

Line 
NQ’ 

itional F- 1 Projected Add 
L 

3 
4 &Wages Expense (Corporate) $ 57,666 
5 
6 &Wages Expense (Corporate) 56,757 
7 
8 

10 

12 
13 
14 
15 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

9 Increase (Decrease) in Addtional Expenses $ 909 

11 Adjustment to Revenue and/or Expense $ 909 

Exhibit 
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Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 

I Proiected Add itional Exlse rises 
L 

3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 
7 

$ 23,372 

23.547 

8 

10 
9 Increase (Decrease) in Addtional Expenses $ (175) 

11 Adjustment to Revenue and/or Expense $ (175) 
12 
13 
14 
15 

Exhibit 
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, I  
1 

~I 
1 
E 
I’ 
I 
I 
I 
4 
I 
I 

I 
I 

Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31, 2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 

itional E xDenseS 
N€L 

1 Projected Add 
2 
3 Corrected Actual 2002 Addnl 

5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 4,781 
7 

4 Insurance Expense (Corporate) 3,979 

a 
9 Increase (Decrease) in Addtional Expenses $ (803) 
10 

$ 

11 
12 
13 
14 
15 

Adjustment to Revenue and/or Expense 
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Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

Line 
N a  

1 
2 
3 
4 Expense (Corporate) 5,142 
5 Rebuttal Filing Proposed Additonal 
6 Misc. Expense (Corporate) 4,050 
7 
8 

10 

Proiected Add itional FxDe rises 

Corrected Actual 2002 Additional Misc. 

9 Increase (Decrease) in Addtional Expenses $ 1,091 

11 Adjustment to Revenue andlor Expense $ 1,091 
12 
13 
14 
15 

Exhibit 
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Arizona American - AnthemlAgua Fria Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Exhibit 
Rejoinder Schedule C-2 
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Line 
BsL 

1 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues and/or Expenses 
14 
15 
16 
17 

Serv ice Comoanv C ha rae  

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.0558 

$ 264,697 

$ 4,981,460 
0.0558 

277,965 

$ (13,268) 



ANTHEM WATER 



Arizona American -Anthem Water 
Test Year Ending December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
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Line 
No. 

1 Fair Value Rate Base !fi 
L 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
5/8 Inch Residential 
3/4 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 
4 Inch Residential 
314 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
2 Inch Wholesale 
3 Inch Wholesale 
6 Inch Wholesale 
10 Inch Wholesale 
4 Inch Fire Protection 
6 Inch Fire Protection 
Miscellaneous Revenues 
Citizens Water Resouces (Treatco) 
Subtotal Water Revenues 

$ 

Present Proposed 

9,627,995 

731,486 

7.60% 

723,640 

7.52% 

(7,846) 

1.6286 

(12,779) 

Dollar Percent 
!Me.& 

$ 3,606 
620,738 
650,122 

2,834 
65,116 

2,064 
50,820 
19,528 

100,690 
63,160 

11,915 
56 

18,457 
3,330 

19,845 
1,950,387 

& 
$ 3,576 

615,713 
646,251 

2,822 
64,551 

2,049 
50,353 
19,347 
99,846 
62,640 

11,915 
56 

18,457 
3,321 

19,698 
1,950,387 

Increase lncrease 
$ (30) -0.84% 

(5,025) -0.81% 
(3,871) -0.60% 

(13) -0.44% 
(565) -0.87% 

0.00% 
0.00% 

(15) -0.74% 
(467) -0.92% 
(181) -0.93% 
(844) -0.84% 
(520) -0.82% 

0.00% 
0.00% 
0.00% 
0.00% 

(9) -0.28% 
(147) -0.74% 

0.00% 
226,872 226,872 0.00% 

$ 3,809,540 $ 3,797,852 $ (11,688) -0.31% 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

a 

28 

Arizona American - Anthem Water 
Test Year Ending December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Revenue Annualization 
Citizens Water Resouces (Treatco) 
3/4 Inch Residential 
1 Inch Residential 
2 Inch Residential 
3/4 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
3 Inch Wholesale 
6 Inch Wholesale 
10 Inch Wholesale 
6 Inch Fire Protection 

$ (18,289) $ 
67,152 
98,822 
(3,894) 
1,642 
2,646 

12,807 
13,560 

(24,131) 
45,275 

5 

(405) 
I ,678 

(18,289) 
66,618 
98,254 
(3,861) 
1,630 
2,631 

12,690 
13,446 

(23,929) 
45,275 

5 
1,678 

Exhibit 
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0.00% 
-0.79% 
-0.57% 
-0.83% 
-0.75% 
-0.55% 
-0.91% 
-0.84% 
-0.83% 
0.00% 
0.00% 
0.00% 

\ I  (402) 3 -0.74% 
Total Revenues Annualziations I 96,868 195,747 (1,121) -0.57% 
Total Water Revenues with 0 0 0 0 

Revenue Annualizaiton $ 4,006,408 $ 3,993,599 $ (12,809) -0.32% 

SUPPORTING SCHE DULFS; 
Rejoinder B-1 
Rejoinder C-I 
Rebuttal D-1 
Rejoinder H-I 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American -Anthem Water 
Test Year Ending December 31,2001 

Summary of Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
E!k& 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

Original Cost 
pate base 

$ 41,526,829 
2,086,614 

$ 39,440,216 

29,093,642 

1,075,425 
3,296 

10,960,967 

$ 20,228,820 

RCND 
Rate base 

$ 43,175,131 
2,177,290 

$ 40,997,842 

30,248,440 

1,118,111 
3,296 

$ 9.627.995 

Exhibit 
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Fair Value 
Rate base lRCND Only) 

$ 43,175,131 
2,177,290 

$ 40,997,842 

30,248,440 

1,118,111 
3,296 

$ 9,627,995 

RECAP SCHEDULES: 
Rejoinder A-I 



Line 
!!kL 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Arizona American -Anthem Water 
Test Year Ending December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 
at end 

of 
Testyear !z&el 

$ 41,526,829 

2,086,614 

$ 39,440,216 

Less: 
Advances in Aid of 
Construction (Ratemaking Purposes Only) 29,093,642 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

1,075,425 

3,296 

10,960,967 

Total $ 20.228.820 

SUPPORTING SCHEDULFS 
Rebuttal 6-2 

Exhibit 
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Rejoinder 
Adjusted 
at end 

of 
Amount Ies t  Year 

RECAP SCHEDULFS 
Rejoinder A-I 

$ 41,526,829 

2,086,614 

$ 39,440,216 

29,093,642 

1,075,425 

3,296 

10,960,967 

$ 20,228,820 



Line 
N a  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Arizona American - Anthem Water 
Test Year Ending December 31,2001 

RCND Rate Base Proforma Adjustments 

Rebuttal 
Adjusted 

at end 
Of 

I!xueX 

$ 43,175,131 

2,177,290 

$ 40,997,842 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 30,248,440 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 

Charges 

Total 

SUPPORTING SCH EDULES 
Rebuttal 8-3 

1,118,111 

3,296 

$ 9,627,995 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

Label Bmount 3 M Y e x  

RECAP SCHEDULES; 
Rejoinder A-1 

$ 43,175,131 

2,177,290 

$ 40,997,842 

30,248,440 

1,118,111 

3,296 

$ 9,627,995 



Line 
Nl2. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Arizona American -Anthem Water 
Test Year Ending December 31,2001 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
insurance - Health and Life 
Regulatory Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income . 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPOR- 
Rebuttal C-1 
Rejoinder C-2 

Rebuttal 
Test Year 
Adjusted 
Ekwlts 

$ 2.060.418 

1,950,387 
$ 4,010,805 

$ 415,652 
172,055 
264,489 
95,282 

130,909 
66,470 
27,139 

456,302 
1,193 

18.568 

16,600 

26,471 
172,024 
917,978 
25,046 

221,776 
271,002 

$ 3,298.956 
$ 711.849 

(280,752) 

$ (280,752) 
$ 431,097 

Exhibit 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
l3e.sUk l o a e a s e w  

$ 2,060.418 (12,809) $ 2,047,609 

1,950,387 1,950,387 
$ - $ 4,010,805 $ (12,809) $ 3,997,996 

1.818 $ 417,470 
172,055 
264.489 

95.282 
130,909 

(9,778) 56,692 
27,139 

(21,781) 434,521 
1,193 

18.568 

$ 417,470 
172,055 
264.489 
95.282 

130,909 
56,692 
27,139 

434.521 
1,193 

18.568 

(2.770) 13,830 13.830 

26,471 
1,114 173,138 

917,978 
25,046 

(586) 221,191 
283,347 

26,471 
173,138 
917.978 
25.046 

221,191 
278.403 

$ (31,982) $ 3,279,318 $ - $ 3,274,374 
$ 31,982 $ 731,486 $ (12,809) $ 723,622 

(280,752) (280.752) 

$ - $ (280,752) $ - $ (280,752) 
$ 31,982 $ 450,734 $ (12,809) $ 442,869 

Rejoinder A-1 
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Anthem 
U!a& 

Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Water/ 
Sewer 
w 

Line 
N a  

1 
2 
3 
4 
5 
6 
7 
8 
9 

Descriotioq 

Revenues 
Revenues None 

Other Revenues None - 
Salaries and Wages 

3 Correction adjustment to Actual 2002 
Additional (Corporate) 1,818 

(21,708) 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Purchased Water 

Purchased Wastewater Treatment 

None 

None 

Purchased Power 

Fuel for Power Production 
Chemicals 

None 

None 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 4 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) (9,778) 

(21,781) 

23 
24 Outside Services 
25 Service Company Charges 7 

26 
27 Water Testing 
28 Rents 
29 
30 Transportation Expenses 
31 Insurance - General Liability 5 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

32 
33 
34 Rate Case Expense 
35 
36 Miscellaneous Expense 6 

Insurance - Health and Life 

1.114 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Depreciation Expense 8 

Property Taxes 1 

Taxes Other Than Income 

Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating income 

Other IncomelFxpense 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

Property Taxes 

None 
$ (53,690) 
5 53.690 

2 Interest Expense Synch. 

!§ 
$ 53,690 



Arizona American - Anthem Water 
Test Year Ending December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 

Adjust Propertv Taxes to Reflect Proposed Revenues: 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
f 5  
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
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$ 4,010,805 
4,010,805 
3,997,996 

$ 4,006,535 
8,013,071 

90,271 

$ 90,271 

$ 7,922,800 

1,980,700 
1 1.167304% 

25% 

221,191 
0 

$ 221,191 
221,776 

$ (586) 



Arizona American - Anthem Water 
Test Year Ending December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
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Line 
- No. 
1 Interest Svnchron ization with Rate Base .. L 
3 Rejoinder Fair Value Rate Base 
4 Weigted Cost of Debt from Schedule D-I 
5 Rejoinder Synchronized Interest Expense 
6 Rebuttal Filing Interest Expense 
7 Increase in Interest Expense 
8 
9 
10 
11 

Adjustment to Revenues and/or Expense 

$9,627,995 

280,752 
280.752 

2.92% 

R 

I 
I 
I 
I 
I 
I 
8 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 



Arizona American - Anthem Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 
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Line 
N a  

1 Projected Add itional Expen= 
2 
3 
4 &Wages Expense (Corporate) $ 11 5,332 
5 
6 &Wages Expense (Corporate) 113,513 
7 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

8 
9 Increase (Decrease) in Addtional Expenses $ 1,818 
10 

12 
11 Adjustment to Revenue andlor Expense $ 1,818 

13 
14 
15 



Arizona American -Anthem Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 
NsL 

1 Projected Additional Fxpenses 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 45,501 
5 Rebuttal filing Proposed Addnl 
6 Ofice Expense (Corporate) 55,279 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ (9,778) 
10 

.. 

11 Adjustment to Revenue andlor Expense $ (9,778) 
12 
13 
14 
15 
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Arizona American -Anthem Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 
h . .  

1 projected Additlo- 
L 

3 Corrected Actual 2002 Addnl 

5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 16,502 
7 

4 insurance Expense (Corporate) $ 13,731 

a 
9 Increase (Decrease) in Addtional Expenses $ (2,770) 
10 
11 Adjustment to Revenue andlor Expense $ (2,770) 
12 
13 
14 
15 
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Arizona American -Anthem Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 
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Line 
J U  

1 Proiected Ad&!mal Fxoenses 
2 
3 
4 Expense (Corporate) $ 5,300 
5 Rebuttal Filing Proposed Additonal 
6 Misc. Expense (Corporate) 4,185 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ 1,114 
10 
11 Adjustment to Revenue andlor Expense $ 1,114 
12 
13 
14 
15 

. .  

Corrected Actual 2002 Additional Misc. 



‘I 
~1 
‘I 
II 
I 

Arizona American - Anthem Water 
Test Year Ending December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 
Jlkl 
1 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Sew ice Companv Cha raes 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.0916 

$ 434,521 

$ 4,981,460 
0.0916 

456,302 

$ (21,781) 
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I 
I 
E 

HAVASU WATER COMPANY 
' 



Line 
EL 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Arizona American - Havasu Water Company 
Test Year Ended December 31, 2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
518 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 
4 Inch Residential 
6 Inch Residential 
518 Inch Commercial 
1 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
4 Inch Commercial 
6 inch Commercial 
Multi-Family 44 1" 
Multi-Family 56 2" 
Multi-Family 64 4" 
Multi-Family 65 2" 
Multi-Family 67 4" 
Multi-Family 89 1" 
Multi-Family 102 2" 
Multi-Family 129 4" 
Multi-Family 153 4" 
Miscellaneous Revenues 
Difference between Bill Count Revenues 
and General Ledger Revenues 
Subtotal Revenues 

Present 
Rates 

$ 249,903 
3,296 

0 
1,580 

0 
3,730 

0 
15,714 
7,007 
3,958 

30,088 
3,820 

0 
7,203 
7,741 

10,065 
9,406 

1 1,990 
13,438 
12,850 
16,174 
18,998 
10,532 
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$ 1,216,964 

12,310 

1.01 % 

$ 91,467 

7.52% 

$ 79,157 

1.6286 

$ 128,917 

Proposed Dollar Percent 
Increase Increase 

$ 322.282 $ 72,379 28.96% 
4,248 952 28.88% 

0 
2,037 

0 
4,807 

0 
20,262 

9,036 
5,104 

38,793 
4,926 

0 
9,291 
9,985 

12,982 
12,132 
15,464 
16,576 
16,576 
20,882 
24,507 
10,532 

0 
457 

0 
1,078 

0 
4,549 
2,028 
1,146 
8,706 
1,106 

0 
2,087 
2,244 
2,917 
2,726 
3,474 
3,137 
3,726 
4,708 
5,509 

0 
28.92% 

0 
28.90% 

0 
28.95% 
28.95% 
28.96% 
28.93% 
28.95% 

0 
28.98% 
28.99% 
28.98% 
28.98% 
28.97% 
23.35% 
29.00% 
29.11% 
29.00% 
0.00% 
0.00% 

6,311 8,141 1,830 29.00% 
$ 443,802 $ 568,563 $ 124,760 28.11% 



Line 
L 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Arizona American - Havasu Water Company 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Revenue Annualization 
0 
0 

5/8 Inch Residential 
1 Inch Residential 
2 inch Residential 
4 Inch Residential 
5/8 inch Commercial 
1 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
Total Revenue Annualizations 
Total Revenues 

SUPPORTING SCH EDULES: 
Rejoinder B-1 
Rejoinder C-1 
Rebuttal D-I 
Rejoinder H-1 

Rejoinderschedule A-I 
Page 2 
Witness: Bourassa 

Present Proposed Dollar Percent 
Revenues Revenues Change Change 

11,725 15,121 3,395 28.96% 
(3,296) (4,248) (952) 28.88% 
(1,428) (1,840) (413) 28.91% 
(4,464) (5,755) (1,291) 28.92% 

783 1,009 226 28.94% 
(541) (698) (157) 29.01% 

$ (4,894) $ (6,309) $ (1,415) 28.92% 
(2,878) (3,706) (827) 28.74% 

440,924 564,857 123,933 28.11% 

$ (764) $ (985) $ (221) 29.00% 



I 
I 
1. 

Line 
Na 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Summary of Fair Value Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

w 
Advances in Aid of 

Contributions in Aid of 
Construction 

Construction - Net of amortization 
Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
E%s; 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Charges 

Total Rate Base 

SUPPORT1 NG SCHFDU LES; 
Rebuttal 8-2 
Rebuttal 8-3 

Original Cost RCND 
Rate base Rate base 

$ 2,067,330 $ 2,900,341 
481.120 690,855 

$ 1,586,210 $ 2,209,486 

418,704 587,417 

280,867 394,040 
11,066 11,066 

519.281 

$ 1,394,854 $ 1,216,964 

Exhibit 
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Fair Value 
Rate base IR CND OnlvJ 

2,900,341 
690,855 

$ 2,209,486 

$ 

587,417 

394,040 
11,066 

$ 1,216,964 

DUI FS; RECAP SCHE 
Rejoinder A-I 



Line 
NQ 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

Test Yea[ U A m o u n t  

$ 2,067,330 

481.120 

$ 1,586,210 

Less: 
Advances in Aid of 
Construction (Ratemaking Pur 418,704 

Contributions in Aid of 
Construction - Net (Ratemakin 280,867 
Purposes Only) 

Customer Meter Deposits 11,066 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 519,281 

Charges 

Total $ 1.394.854 

$UPPORTING SCHFDULES 
Rebuttal 8-2 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

IesLkm 

$ 2,067,330 

481.120 

$ 1,586,210 

418,704 

280,867 

11,066 

519,281 

=CAP SCHEDULFS; 
Rejoinder 6-1 



Line 
NQ. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 

38 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Arizona American - Havaso Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

Total 

SUPPORTING S C H F D !  E 
Rebuttal 8-3 

Rebuttal 
Adjusted 

at end 
of 

j 3 s t Y f m W M  

$ 2,900,341 

690,855 

$ 2,209,486 

587.417 

394.040 

11,066 

$ 1,216,964 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

lkswxK 

$ 2,900,341 

690,855 

$ 2,209,486 

587,417 

394,040 

1 1,066 

$ 1,216,964 

RFCAP SCHFDULES: 
Rejoinder 8-1 



Line 
!&I 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
Fkw.!ts 

$ 430,392 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Profit (Loss) Before interest 8 Taxes 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPOR TlNG SCHFDUL ES; 
Rebuttal C-1 
Rejoinder C-2 

10,532 
$ 440,924 

$ 138,514 
806 

47,018 
1,266 

75,805 
18,060 
2,462 

72,729 

1,837 

2.085 

2,910 
1,958 

41,554 
8,908 

27,271 
(1 4,569) 

$ 428,614 
$ 12,310 

(35,487) 

$ (35,487) 
$ (23,176) 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
E!s! .&locrease locrease  

$ 430,392 123,933 $ 554,325 

10,532 10,532 
$ - $ 440,924 $ 123,933 $ 564,857 

455 $ 138,969 
806 

47.018 
1,266 

75.805 
(793) 17,267 

2,462 
(3,472) 69,258 

1,837 

(350) 1,735 

2,910 
264 2,222 

41,554 
8,908 

(86) 27,185 
1,537 (13,032) 

$ 138.969 
806 

1,266 
75,805 
17,267 
2,462 

69.258 

1.837 

1,735 

2.910 
2,222 

41,554 
8,908 

27,185 
34,805 

47,oia 

$ (2,445) $ 426,168 $ - $ 474,005 
$ 2,445 $ 14,756 $ 123,933 $ 90.852 

(35,487) (35.487) 

$ - $ (35,487) $ - $ (35,487) 
$ 2,445 $ (20,731) $ 123,933 $ 55,365 

RECAP SCHFDUI FS; 
Rejoinder A-1 



Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31.2001 

Line 
UCL 

1 
2 R e v e n u e s  
3 Revenues 
4 
5 Other Revenues 
6 
7 Do eratina Expenses 
a Salaries and Wages 
9 

10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 

l a  

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

23 
24 Outside Services 
25 Service Company Charges 

26 
27 Water Testing 
28 Rents 
29 
30 Transportation Expenses 
31 Insurance - General Liability 

32 
33 
34 Rate Case Expense 
35 
36 Miscellaneous Expense 

37 
38 Depreciation Expense 
39 Taxes Other Than Income 
40 
41 Property Taxes 
42 Income Tax 
43 Tolleson Wastewater User Fees 
44 Total Operating Expenses 
45 Operating Income 
46 Other lnco- 
47 Interest Income 
48 Other income 
49 Interest Expense 
50 Other Expense 
51 
52 
53 Net Income 
54 

Insurance - Health and Life 

GainILoss Sale of Fixed Assets 

Water/ 
Sewer 
w 

3 

5 

&scription 

None 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

Exhibit 
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455 

(793) 

(3,472) 

264 

(86) 
1,537 

2 Interest Expense Synch. 

$ 
$ 2,445 



I 
I 
8 
I 
I 
I 
'I 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
No. 

ertv Taxes to Reflect Proposed Revenua 
- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues and/or Expenses 

Exhibit 
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Page 2 
Witness: Bourassa 

$ 440,924 
440,924 
564,857 

$ 482,235 
964,470 

45,234 

$ 45,234 

$ 919,236 
25% 

229,809 
1 1.83% 

27,185 
0 

$ 27, I a5 

$ (86) 
27,271 



Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
No. 

ith Rate Base 1 Jnterest Sm&h ronization w . .  

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-I 
Rejoinder Synchronized Interest Expense 
Rebuttal Filing interest Expense 
Increase in Interest Expense 

Adjustment to Revenues and/or Expense 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
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$1,216,964 
2.92% 

35,487 
35,487 

$ 



Arizona American - Havasu Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

Line 
NIL 

1 P r o j e c u d d  itional Exaenses 
L 
3 
4 & Wages Expense (Corporate) $ 28,833 
5 
6 &Wages Expense (Corporate) 28,378 
7 
8 

10 

12 
13 
14 
15 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

9 Increase (Decrease) in Addtional Expenses $ 455 

11 Adjustment to Revenue and/or Expense $ 455 

Exhibit 
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I 
I 
I 
I 
I 
I 
I 
I 
1 
1 
I 
I 
I 
8 
I 
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u 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 

itional Expenses 
N a  

1 Proiected Add 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 9,420 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 10,213 
7 
8 

10 

12 
13 
14 
15 

9 Increase (Decrease) in Addtional Expenses $ (793) 

11 Adjustment to Revenue and/or Expense $ (793) 

Exhibit 
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Arizona American - Havasu Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 
IU 

1 projected Additional Exoenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 1,736 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 2,086 
7 
8 

10 

12 
13 
14 
15 

. .  

9 Increase (Decrease) in Addtional Expenses $ (350) 

11 Adjustment to Revenue and/or Expense $ (350) 
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1 
I 
I 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

Line 
N a  

1 miected Addit Tonal E X R ~  
2 
3 
4 Expense (Corporate) $ 1,288 
5 Rebuttal Filing Proposed Additonal 
6 Misc. Expense (Corporate) 1,024 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ 264 
10 
11 Adjustment to Revenue and/or Expense $ 264 
12 
13 
14 
15 

.. 

Corrected Actual 2002 Additional Misc. 

I 
I 
I 
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I 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 
U L  

1 ServiceComDa nv . Charaes 
2 
3 Corrected 2002 Charges $ 4,743,675 
4 Allocation Factor (4 factor Formula) 0.0146 
5 Total Charges $ 69,258 
6 
7 
8 Rebuttal Filing Proposed Charges $ 4,981,460 
9 Allocation Factor (4 factor Formula) 0.0146 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Exhibit 
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Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
RejoinderSchedule A-I 
Page 1 
Witness: Bourassa 

Line 
No. 

1 Fair Value Rate Base 
L 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Returnon Fair Value Rate base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
Residential 5/8 Inch 
Residential 1 Inch 
Residential 1.5 lnch 
Residential 2 Inch 

Residential Muti-family 518 Inch 
Residential Muti-family 1 Inch 
Residential Muti-family 1.5 Inch 
Residential Muti-family 2 Inch 
Residential Muti-family 4 Inch 
Residential Muti-family 6 Inch 

Rio Water Residential 5/8 Inch 
Rio Water Residential 1 Inch 
Rio Water Residential 2 Inch 

Commercial 5/8 Inch 
Commercial 1 Inch 
Commercial 1.5 Inch 
Commercial 2 inch 
Commercial 3 Inch 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 
8 
I 
R 
I 

$ 13,350,302 

915,999 

6.86% 

$ 1,003,409 

7.52% 

$ 87,410 

1.6286 

$ 142,359 

Present Proposed Dollar 
!%iks- f3ak1 lncrease 

$ 2,648,370 $ 2,736,091 $ 87,721 
15,626 16,151 526 

14,500 14,991 491 

94,231 97,330 3,099 
44,888 46,366 1,478 
16,223 16,752 529 

248,296 256,444 8,148 
17,645 18,226 580 

162,922 168,254 5,332 

80,529 83,272 2,743 
26 27 1 
74 77 3 

125,418 129,600 4,182 
90,568 93,617 3,049 
28,828 29,799 97 1 

355,657 367,686 12,028 
51,990 53,740 1,750 

Percent 
Increase 

3.31% 
3.36% 
0.00% 
3.38% 

3.29% 
3.29% 
3.26% 
3.28% 
3.29% 
3.27% 

3.41% 
3.41% 
3.41% 

3.33% 
3.37% 
3.37% 
3.38% 
3.37% 



Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

I 
I 
I 
I 
1 
I 
1 
8 
I 
I 
I 
I 
I 
I 
1 
I 
I 
R 
I 

Line 
EL 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Commercial Multi-Unit 518 Inch 
Commercial Multi-Unit 1 Inch 
Commercial Multi-Unit 1.5 Inch 
Commercial Multi-Unit 2 Inch 

Public Authority 58 Inch 
Public Authority 1 Inch 
Public Authority 1.5 Inch 
Public Authority 2 Inch 
Public Authority 3 Inch 
Public Authority 4 Inch 
Public Authority 6 Inch 

Private Fire 2 Inch 
Private Fire 4 Inch 
Private Fire 6 Inch 
Private Fire 8 Inch 
Private Fire 10 Inch 
Private Fire Hydrant 
Miscellaneous Revenues 
Difference Between Bill Count Rev. & GIL Rev. 
Subtotal of Water Revenues 
Revenue Annualization 
Residential 518 Inch 
Residential 1 Inch 
Residential 1.5 Inch 
Residential 2 Inch 

Residential Muti-family 518 Inch 
Residential Muti-family 1 Inch 
Residential Muti-family 1.5 Inch 
Residential Muti-family 2 Inch 
Residential Muti-family 4 Inch 
Residential Muti-family 6 Inch 

Rio Water Residential 518 Inch 
Rio Water Residential 1 Inch 
Rio Water Residential 2 Inch 

Commercial 518 Inch 
Commercial 1 Inch 
Commercial 1.5 Inch 
Commercial 2 Inch 
Commercial 3 Inch 

Present 
l3ateEL 

16,427 
3,014 
2,619 
9,383 

4,450 
5,109 
3,877 

61,130 
15,446 
19,712 
33,295 

264 
4,554 
1,539 

588 
180 

14,489 

Proposed 
Rate.% 

16,970 
3,113 
2,707 
9,695 

4,596 
5,281 
4,007 

63,199 
15,967 
20,377 
34,419 

273 
4,706 
1,590 

608 
186 

14,963 
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Dollar Percent 
lncreaselncrease 

542 
99 
88 

312 

146 
172 
130 

2,068 
52 1 
665 

1,124 

9 
152 
51 
20 
6 

474 

3.30% 
3.27% 
3.35% 
3.32% 

3.29% 
3.37% 
3.36% 
3.38% 
3.38% 
3.38% 
3.37% 
0.00% 
3.33% 
3.33% 
3.33% 
3.33% 
3.33% 
3.27% 

108,705 108,705 0.00% 
48,141 49,741 1,600 3.32% 

$ 4,348,715 $ 4,489,522 $ 140,807 3.24% 

$ 49,762 $ 
1,073 

(1,244) 
0 

(1,693) 
57 

(277) 
(1 3,893) 

(1 0,652) 

2,721 
287 
21 2 

2,096 
3,184 

10,608 
2,711 

51,411 $ 
1,109 

(1,286) 
0 

(1,749) 
59 

1286) 
(1 4,345) 

(10,994) 

2,813 
297 
21 9 

2,166 
3,291 

10,967 
2,802 

1,649 3.31% 
36 3.36% 

0.00% 
(42) 3.38% 

0 0 

2 3.31% 
(9) 3.24% 

(452) 3.26% 
0.00% 

(343) 3.22% 
0 

93 3.41% 
10 3.41% 
7 3.40% 

0.03407 
70 3.33% 

107 3.37% 
0 

359 3.38% 
91 3.36% 

(57) 3.34% 



E 
E 
I 
IC 
I 
I 
1 
1 
II 

I 
I 
R 

Line 
L 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Commercial Multi-Unit 5/8 Inch 
Commercial Multi-Unit 1 Inch 
Commercial Multi-Unit 1.5 Inch 
Commercial Multi-Unit 2 Inch 

Public Authority 58 Inch 
Public Authority 1 Inch 
Public Authority 1.5 Inch 
Public Authority 2 Inch 
Public Authority 3 Inch 
Public Authority 4 Inch 
Public Authority 6 Inch 

Private Fire 2 Inch 
Private Fire 4 Inch 
Private Fire 6 Inch 
Private Fire 8 Inch 
Private Fire 10 Inch 
Private Fire Hydrant 
Total Revenue Annualization 
Revenues from Page 1 
Totals 

SUPPORTING SCHEDUL ES: 
Rejoinder 6-1 
Rejoinder C-I 
Rebuttal 0-1 
Rejoinder H-I 

Present 
iw.Es. 

3,966 
42 

0 
(2,842) 

0 
0 

45 
0 

0 

0 
0 

132 
0 

81 
132 

(977) 

(18) 

Proposed 
J3de.L 

4,098 
43 

0 
(2,936) 

0 
0 

46 
0 

0 

0 
0 

136 
0 

84 
136 

(1,010) 

(1 9) 

Exhibit 
Rejoinderschedule A-I 
Page 3 
Witness: Bourassa 

Dollar Percent 
lncreaselncrease 

133 3.35% 
1 3.26% 
0 0 

(93) 3.28% 
0 0 
0 0 

2 3.36% 
0 0 

(33) 3.38% 
0 0 

0 0 
0 0 

4 3.33% 
0 0 

3 3.33% 
4 3.33% 

0.00% 

(1) 3.33% 

(95) (98) (3) 3.27% 
$ 45.417 $ 46.955 $ 1.538 3.39% 
$ 4,348,715 $ 4,489,522 $ 140,807 3.24% 
$ 4.394.133 !$ 4.536.477 $ 142.344 3.24% 



Line 
m 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Mohave Water 
Test Year Ended December 31, 2001 

Summary of Fair Value Rate Base 

Original Cost 
Rate base 

Gross Utility Plant in Service $ 23,738,422 
Less: Accumulated Depreciation 7,686,592 

Net Utility Plant in Service $ 16,051,830 

m 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes 8, Credits 
Investment tax Credits 
plus: 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

3,462,178 

2,825,809 
107.71 1 

6,074,881 

Total Rate Base $ 15,731,014 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

Exhibit 
Rejoinder Schedule B-1 
Page 1 
Witness: Bourassa 

RCND Fair Value 
Rate base Rate base (RCND Onlv) 

$ 32,986,823 $ 32,986,823 
10,797,746 10,797,746 

$ 22,189,077 $ 22,189,077 

4,807,341 4,807.341 

3,923,722 3,923,722 
107,711 107,711 

$ 13,350,302 $ 13,350,302 

RECAP SCHEDULES: 
Rejoinder A-1 



Line 
ria 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

l3StYea 

$ 23,808,662 

7,686,592 

$ 16,122,070 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 3,462,178 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

2,825,809 

107,711 

6,074,881 

Total $ 15,801,254 

SUPPORTING SCHEDULES 
Rebuttal 8-2 

(1) Staff Adjustment Post Test Year Plant 

Exhibit 
Rejoinder Schedule 8-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

W A m o u n t  llsiwxx 

(1) (70,240) $ 23,738,422 

7,686,592 

$ 16,051.830 

3,462,178 

2,825,809 

107.71 1 

6,074,881 

$ 15.731.014 

RFCAP SCHEDULFS 
Rejoinder B-1 



Line 
NL 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Gross Utility 
Plant in Service 

Less: 

Arizona American - Mohave Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Rebuttal 
Adjusted 
at end 

of 
Test Yea r W  

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

$ 33,059,063 (1) 

10,797,746 

$ 22,261,317 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 4,807,341 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

3,923,722 

107,711 

Total $ 13,422,542 

SUPPORTING SCHEDULFS 
Rebuttal 8-3 

(1) Staff Adjustment Post Test Year Plant 

Exhibit 
Rejoinder Schedul 8-3 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

Amount j2sztea 

(72,240) $ 32,986,823 

10,797,746 

$ 22,189,077 

4,807,341 

3,923,722 

107,711 

$ 13,350,302 

RECAP SCHEDULFS 
Rejoinder B-1 



Line 
m 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
E&iulIs 

$ 4,285,427 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - health and Life 
Regulatory Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Profit (Loss) Before Interest & Taxes 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

Rebuttal C-1 
Rejoinder C-2 

108,705 
$ 4,394,132 

$ 718,737 
5,040 

294,603 
8,150 

301,313 
212,827 

5.177 
503,626 

18.305 

24,105 

29,013 
83,630 

678,194 
46,544 

264,643 
312,197 

$ 3,506,103 
$ 888,029 

(391,401) 

$ (391,401) 
$ 496.628 

Exhibit 
Rejoinder Schedule C-1 
Page 1 
Witness: Bourassa 

Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
E&iulIslncrease- 

$ 4,285,427 142,344 $ 4,427,771 

108,705 108.705 
$ - $ 4,394,132 $ 142,344 $ 4,536,476 

2,273 $ 721,010 
5,040 

294,603 
8,150 

301,313 
(1 8,228) 194,599 

5,177 
(24,040) 479,586 

$ 721,010 
5,040 

294,603 
8,150 

301,313 
194,599 

5,177 
479,586 

18.305 18.305 

(3,965) 20,140 20,140 

29,013 
178 83,808 

(1,980) 676,214 
46,544 

(1,115) 263,528 
18,907 331.1 04 

29,013 
83.808 

676,214 
46,544 

263,528 
386,048 

$ (27,970) $ 3,478,133 $ - $ 3,533,077 
$ 27,970 $ 915,999 $ 142,344 $ 1,003,400 

2,107 (389,295) (389.295) 

$ 2,107 $ (389,295) $ - $ (389,295) 
$ 30,076 $ 526,704 $ 142,344 $ 614,105 

W P  SCHEILLLLES: 
Rejoinder A-1 



Line 
NSL 

1 
2 
3 
4 
5 
6 
7 
8 
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10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

26 
27 
28 
29 
30 
31 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 
53 

48 

54 

Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,200f 

Revenues 
Revenues 

Other Revenues 

Operatino F x p x ~ e s  
Salaries and Wages 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Oftice Supplies and Expense 

Outside Services 
Service Company Charges 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

Insurance - Health and Life 
Rate Case Expense 

Miscellaneous Expense 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

Other IncomelExaense 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

Water/ 
Sewer 
babel 

3 

4 

7 

5 

6 

8 

1 

. .  

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Mohave 
!!Yaw 

None 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

2 Interest Expense Synch. 

2,273 

(18.228) 

(24,040) 

$ (27,970) 
$ 27,970 

2,107 



Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
No. 

Adjust P r o p e m  to Reflect Proposed Revenues; 
- 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues and/or Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Witness: Bourassa 

$ 4,394,132 
4,394,132 
4.536.476 .~ ~ ~, 

$ 4,441,580 
8,883,160 

546,135 

$ 546,135 

$ 8,337,025 
25% 

2,084,256 
12.337393% 

257,143 
6.385 

$ 263,528 
264,643 

$ (1,175) 



Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
- No. 
1 

. .  . - 
Interest Svn&pmz&on with Rate Base 

L 

3 Rejoinder Fair Value Rate Base 
4 Weigted Cost of Debt from Schedule D-1 
5 Rejoinder Synchronized Interest Expense 
6 Rebuttal Filing Interest Expense 
7 Increase in Interest Expense 
a 
9 
10 
11 

Adjustment to Revenues andlor Expense 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
Witness: Bourassa 

$1 3,350,302 
2.92% 

389,295 
391,401 

$ (2,107) 

$ 2,107 

I 
1 
I 
I 



Arizona American - Mohave Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 4 

Adjustment Number 3 Witness: Bourassa 

Line 

1 p 

3 
4 Corrected Actual 2002 Addnl Salaries $ 144,165 
5 &Wages Expense (Corporate) 
6 Rebuttal Filing Proposed Additonal Salaries 141,892 
7 &Wages Expense (Corporate) 
8 
9 Increase (Decrease) in Addtional Expenses $ 2,273 
10 
11 Adjustment to Revenue and/or Expense $ 2,273 
12 
13 
14 
15 



Arizona American - Mohave Water 
Test Year Ended December 31, 2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 5 

Adjustment Number 4 Witness: Bourassa 

Line 
.ch 

1 -  ted Additional E x p e w  
n 
L 

3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 92,327 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 110,555 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ (18,228) 
10 
11 Adjustment to Revenue and/or Expense $ (18,228) 
12 
13 
14 
15 



Arizona American - Mohave Water 
Test Year Ended December 31, 2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Exhibit 
Rejoinder Schedule C-2 
Page 6 
Witness: Bourassa 

Line 
u 

1 pro jected Additional Exoenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 19,040 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 23,005 
7 

11 
12 

Adjustment to Revenue andlor Expense 

13 
14 
15 



Arizona American - Mohave Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 7 

Adjustment Number 6 Witness: Bourassa 

Line 
NQ. 

1 Projected A d d i w  Fxoenses 
2 
3 
4 Expense (Corporate) $ 1,840 
5 Rebuttal Filing Proposed Additonal 
6 Misc. Expense (Corporate) 1,662 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ 178 
10 

. .  

Corrected Actual 2002 Additional Misc. 

11 
12 
13 
14 
15 

Adjustment to Revenue andlor Expense $ 178 



rn 

I 
I 
I 

11 
Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 

1 Service Compjrnv Charaes 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.1011 

$ 479,586 

$ 4,981,460 
0.1011 

503,626 

$ (24,040) 

Exhibit 
Rejoinder Schedule C-2 
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Line 
m 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 

Arizona American - Mohave Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 8 

Account 
MQ, 

301.00 
302.00 
303.00 

310.00 
311.00 
312.00 
313.00 
314.00 

320.00 
321.00 
323.00 
325.00 
326.00 
328.10 

330.00 
331.00 
332.00 

340.00 
341 00 
342.00 
343 00 
344.00 
345.00 
346.00 
348.00 
349.00 

389.00 
390.00 
391.00 
391.10 
392.00 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 

Intangible 
Organization 
Franchises 
Miscellaneous Intangibles 
Subtotal Intangible 

Source of Supply 
Land and Land Rights 
Sbuclures and lmpmvements 
Collecting and Impounding Res 
Lakes, Rivers, Olher Intakes 
Wells and Springs 
Subtotal Source of Supply 

Pumping 
Land and Land Rights 
Structures and Improvements 
Other Power Production 
Electric Pumping Equipment 
Diesel Pumping Equipment 
Gas Engine Pumping Equipment 
Subtotal Pumping 

Wafer Treatment 
Land and Land Rights 
Shuctures and Improvements 
Water Treatment Equipment 
Subtotal Water Treatment 

Transmission and Distribution 
Land and Land Rights 
Structures and Improvements 
Distribution. Reservoirs. a ST 
Transmission and Distribution 
Fire Mains 
Services 
Meters 
Hydrants 
Other Transmission 8 Distribution 
Subtotal Transmission and Distribution 

General 
Land and Land Rights 
Struclures and Improvements 
office Funiture and Equipment 
Computer Equipment 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage 
Laboratoly Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Subtotal General 

TOTALS 

Amortization of Deferred Regulatory Assets 

Less: Amotization of Contributions 
Rejoinder Depreciation Expense 

Rebuttal Filing Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues and/or Expenses 

Rebuttak 

$ 34.004 
37.061 

$ 71.064 

$ 209,047 
700.707 
663,944 

754,209 
$ 2,327,907 

$ 2,361 
1,687 

1.854.623 

$ 1.858.671 

$ 
15,157 
50.870 

$ 66,027 

$ 9,609 
4.583 

1,490,310 
11,661,493 

2,863,818 
1.825.557 

$ 17,855,370 

$ 293 
32,929 

301,147 
353,433 
546,135 

2,865 
119,563 

7,277 
71,294 

113.611 
10.836 

$ 1.559.383 

$ 23 .73a .4~  

$ 234,640 

$ 2.625.809 

Exhibit 
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B n t e E x Q e n S a  

0.00% $ - 
0.00% 
0.00% 

$ -  

0.00% $ - 
2.83% 19,830 
2.54% 16.864 

0.00% $ - 
2.39% 40 
0.00% 
5.12% 94.957 
0.00% 
0.00% 

$ 94.997 

0.00% $ - 
2.50% 379 

12.00% 6,104 
$ 6,483 

0.00% 8 - 
1.81% 83 
1.81% 26,975 
2.61% 304.365 
0.00% 
5.41% 154.933 
6.53% 11 9.209 
0.00% 
0.00% 

$ 605.564 

000% $ ~ 

2 03% 668 
4 10% 12,343 
410% 14.485 

25 00% 136,534 
3 93% 113 
755% 9,029 
3 06% 223 
923% 6.581 
4 10% 4 662 , -  

6.19% 671 
$ 185.306 

3.999% $ 949,410 

3.9995% 9,384 

10.0000% (282,581) 
$ 676.214 

678.194 

(1.980) 

$ (1,980) 
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SUN CITY WEST WASTEWATER 

I 



Line 
N G k  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements AS Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
w f i c a t i o n  
Residential Units (WSR) 
Commercial Units (SSC) 
Commercial Large User (WS6) 
Muti-family Residential Units (AC WSRE) 

Commercial additional toilets (WSI) 
Commercial per dishwasher (WS2) 
Commercial per wash machine (WS3) 
Commercial per wash rack (WS4) 
Miscellaneous Revenues 
Subtotal of Revenues 

Revenue Annualization 
Residential Units (WSR) 
Commercial Units (SSC) 
Commercial Large User (WS6) 
Muti-family Residential Units (AC WSRE) 
Commercial additional toilets (WSI) 
Commercial per dishwasher (WS2) 
Commercial per wash machine (WS3) 
Commercial per wash rack (WS4) 
Total Revenue Annualization 

Total Revenues 

SUPPORTING SCHEDUI ES; 
Rejoinder 6-1 
Rejoinder C-I 
Rebuttal D- l  
Rejoinder H-I 

Present Proposed 
Ew2.s- .&&e% 

$ 2,789,886 $ 4.026.781 

Exhibit 
Rejoinderschedule A-I 
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Witness: Bourassa 

$ 12,221,084 

(42,627) 

-0.35% 

$ 918.537 

7.52% 

$ 961,164 

1.6286 

$76,035 $109,756 $ 
12,683 18.363 

553,264 798.554 

70,575 I 01,867 
11,241 16,225 
3,247 4,686 
2,497 3,605 

Dollar Percent 
locreaselncrease 

$ 1,236,895 44.33% 
33,720 44.35% 

245,290 44.33% 
0.00% 
0.00% 

31,293 44.34% 

1,439 44.31% 
1,108 44.35% 

5,680 44.78% 

4.984 44.34% 

1,002 1,002 0.00% 
3,520,431 5,080,839 1,560.408 44.32% 

$ 3,134 $ 4.524 $ 
7,089 10,232 

681 983 

(424) (612) 

566 817 

1,390 44.33% 
3,144 44.35% 

302 44.34% 
- 0.00% 

0.00% 
251 44.31% 

(188) 44.34% 

n nooh .. 

$ 11,046 $ 15,944 $ 4.898 44.34% 
0 0 0 0.00% 

$ 3,531,477 $ 5,096,784 $ 1,565,307 44.32% 
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& 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 

a 

2a 

Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

Summary of Fair Value Rate Base 

Exhibit 
Rejoinder Schedule 8-1 
Page 1 
Witness: Bourassa 

Original Cost RCND Fair Value 
Rate base Rate base m v )  

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
plus: 
Deferred Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

$ 39,022,36a $ 54,170,595 $ 54,170,595 
14,145.1 84 1 9,791,126 19,791 ,126 

14,502,979 20,132,941 20,132,941 

2,024,919 
525 525 525 

1,458,672 2,024,919 

10,321,436 

RECAP SCHEDULES: 
Rejoinder A-I 



E 
3 
I 
I 

Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 
Construction (Ratemaking Purposes Only) 

Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Deferred Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

Total 

SUPPORTING SCHEDULES 
Rebuttal 6-2 

Rebuttal 
Adjusted 

at end 
of 

I!?Swa 

$ 39,022,368 

14,145,184 

$ 24,877,183 

74,502,979 

1,458,672 

525 

10,321,436 

$ 19.236.443 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

!A&.elAmount lksueaI 

$ 39,022,368 

14,145,184 

$ 24,877,183 

14,502,979 

1,458,672 

525 

1 0,32 1,436 

$ 19,236,443 

R l C A P S  
Rejoinder 6-1 



Line 
.@!a 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Exhibit 
Rejoinder Schedule B-3 
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Rebuttal 
Adjusted 

at end 
of 

T e s t Y e a r  

Rejoinder 
Adjusted 

at end 
of 

Amount li2smm 

$ 54,170,595 $ 54,170,595 

19.791.126 19.791.126 

$ 34,379.469 $ 34,379,469 

Less: 
Advances in Aid of 

Contributions in Aid of 
Construction (Ratemaking Purposes Only) 20,132,941 

Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Deferred Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

Charges 

SUPPORTING SCHEDU LES 
Rebuttal 8-2 

2,024,919 

525 

$ 12,221,084 

RECAP SCHEDUL ES 
Rejoinder B-1 

20,132,941 

2,024,919 

525 

$ 12,22 1,084 



Line 
m 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Revenues 
Flat Rate Revenues 

Arizona American -Sun City West Wastewater 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
J 3 e s u k i w  

$ 3,534,678 

Exhibit 
Rejoinder Schedule C-1 
Page 1 
Witness: Bourassa 

Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
J3esuki I n u e a x l o c r e a s e  

$ 3,534,678 1,565,307 $ 5,099,965 

Other Wastewater Revenues 1,002 
$ 3,535,660 

Operating Expenses 
Salaries and Wages $ 498,790 (3) 
Purchased Wastewater Treatment 
Purchased Power 1,426 
Fuel for Power Production 
Chemicals 375,064 
Materials ans Supplies 392,206 
Repairs and Maintenance 
Office Supplies and Expense 99,644 (4) 
Outside Services (1 4,005) 
Service Company Charges 534,013 (7) 
Water Testing 
Rents 91,410 
Transportation Expenses 
Insurance - General Liability 21,883 (5) 
Insurance - Health and Life 
Regulatory Commission Expense - Rate Case 23,335 
Miscellaneous Expense 243,425 (6) 
Depreciation Expense 1,410,140 
Taxes Other Than Income 33,094 
Property Taxes 163,726 (1) 
Income Tax (268,199) 

1,002 1,002 
$ - $ 3,535,660 $ 1,565,307 $ 5,100,987 

1,364 $ 500,154 

1,426 

375,064 
392,206 

(16.800) 82,843 

(25,491) 508.522 
(14,005) 

$ 500,154 

1,426 

375,064 
392,206 

82,843 
(1 4,005) 
508,522 

91,410 91,410 

(3.516) 18,367 18,367 

23,335 
27 243,451 

1,410,140 
33,094 

(605) 163,121 
17,378 (250,822) 

23,335 
243,451 

1,410,140 
33,094 

163,121 
353,369 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profd (Loss) 

SUPPORTING SCHFDUI F& 
Rebuttal C-2 

$ 3,605,951 $ (27,644) $ 3,578,308 $ - $ 4,182,498 
$ (70.271) $ 27,644 $ (42,627) $ 1,565,307 $ 918,488 

(356,367) (2) (356,367) (356,367) 

$ (356,367) $ - $ (356,367) $ - $ (356,367) 
$ (426,638) $ 27,644 $ (398,994) $ 1,565,307 $ 562,122 

RECAP SCHFDUl FS: 
Rebuttal A-1 



Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Sun City 
West W 

Water/ 
Sewer 
labe! 

Line 

1 
2 Revenues 
3 Revenues 
4 
5 Other Revenues 
6 
7 Ooe ratina Ex- 
a Salaries and Wages 
9 

None 

None 

3 Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

1.364 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power None 

Fuel for Power Production 
Chemicals None 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) (16,800) 
23 
24 Outside Services 
25 Service Company Charges 

26 
27 Water Testing 
28 Rents 
29 
30 Transportation Expenses 
31 Insurance - General Liability 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

(25,491) 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

5 

^^ JL 
33 
34 Rate Case Expense 
35 
36 Miscellaneous Expense 

insurance - Health and Life 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

27 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 

None 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

Other IncomelExDense 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

(605) 
17,378 

$ (27,644) 
$ 27,644 

2 Interest Expense Synch. 

$ 
$ 27.644 



Arizona American - Sun City West Wastewater 
Test Year Ended December 31, 2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Line 
- No. 

Adjust Property Taxes to Re flect Proposed Re venues; 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Witness: Bourassa 

$ 3,535,680 
3,535,680 
5.100.987 , - 1  

$ 4,057,449 
8,114,898 

287,389 

$ 287,389 

$ 7,827,510 
25% 

1,956,877 
8.335765% 

163,121 
0 

$ 163,121 
163,726 

$ (605) 



Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 3 

Adjustment Number 2 Witness: Bourassa 

Line 
- No. - 
1 bterest Svnchronization withRate Base 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-I 
Rejoinder Synchronized Interest Expense 
Rebuttal Filing Interest Expense 
Increase in Interest Expense 

Adjustment to Revenues andlor Expense 

$12,221,084 
2.92% 

356,367 
356,367 

$ 

$ 



Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

Line 

itional Fxpenses 
m’ 

1 proiected Add 
2 
3 
4 &Wages Expense (Corporate) $ 86,499 
5 
6 &Wages Expense (Corporate) 85,135 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ 1,364 
10 
11 Adjustment to Revenue and/or Expense $ 1,364 
12 
13 
14 
15 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

Exhibit 
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Arizona American - Sun City West Wastewater 

Test Year Ended December 31,2001 
ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Adjustment Number 4 

Line 
m 
1 Projected Add itional Fx- 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 92,664 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 109,464 
7 
8 
9 Increase (Decrease) in Addtional Expenses $ (16,800) 
10 
1 Adjustment to Revenue and/or Expense $ (16,800) 
12 
13 
14 
15 

Exhibit 
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Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 
U L  
1 Projected Add itional Exoenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 17,430 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 20,946 
7 
a 
9 Increase (Decrease) in Addtional Expenses $ (3,516) 
10 
1 1  Adjustment to Revenue andfor Expense $ (3,516) 
12 
13 
14 
15 

Exhibit 
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Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

Line 

itional Fwoe rises 
ML 
1 Projected Add 
2 
3 
4 Expense (Corporate) $ 1,237 
5 Rebuttal Filing Proposed Additonal 

7 
8 
9 increase (Decrease) in Addtional Expenses $ 27 
10 
11 Adjustment to Revenue and/or Expense $ 27 
12 
13 
14 
15 

Corrected Actual 2002 Additional fvlisc. 

6 Misc. Expense (Corporate) 1,210 

Exhibit 
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Arizona American - Sun City West Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 
m 

1 SewiceComDa nv . Char= 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.1072 

$ 508,522 

$ 4,981,460 
0.1072 

534.013 

Exhibit 
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I 
I 
I 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classificat' IM 
5/8 inch Residential 
3/4 Inch Residential 
1 inch Residential 
1.5 inch Residential 
2 Inch Residential 
3 Inch Residential 
4 Inch Residential 
5/8 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
4 Inch Commercial 
6 inch Commercial 
4 Inch Fire Protection 
6 Inch Fire Protection 
8 Inch Fire Protection 
Miscellaneous Revenues 
Subtotal Water Revenues 

34,155 
74,345 

208,910 
51,125 
11,618 
4,923 
4,140 

1 1,745 
5,040 

Present 
E.a.ks 

$ 2,075,364 
409 

40,107 
51 1,059 
162,940 

117,032 
9,572 

Exhibit 
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$ 

$ 

Proposed 
.€M€s 

$ 2,795,821 $ 
55 1 

54,071 
689,126 
219,749 

157,787 
12,904 

46,046 
100,252 
281,722 
68,947 
15,666 
6.640 
5,589 

15,856 
6,804 

15,432,917 

447.938 

2.90% 

1 ,I 59,938 

7.52% 

712,000 

1.6286 

1,159,587 

Dollar Percent 
lncreaSelncrease 

720,458 34.71 % 
142 34.76% 

13,964 34.82% 
178,067 34.84% 
56,808 34.86% 

0.00% 
40,754 34.82% 

3,332 34.81% 
0.00% 

11.892 34.82% 
25,907 34.85% 
72,812 34.85% 
17,822 34.86% 
4,047 34.84% 
1,717 34.88% 
1,449 35.00% 
4,111 35.00% 
1,764 35.00% 

37,640 37,640 0.00% 
$ 3,360,124 $ 4,515,170 $ 1,155,046 34.38% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Computation of increase in Gross Revenue 
Requirements As Adjusted 

Customer 
assification . .  

Revenue Annualization 
5/8 inch Residential 
3/4 inch Residential 
1.5 inch Residential 
2 Inch Residential 
3 inch Residential 
4 inch Residential 
5/8 inch Commercial 
3/4 Inch Commercial 
1 inch Commercial 
1.5 Inch Commercial 
2 inch Commercial 
3 inch Commercial 
4 inch Commercial 
6 inch Commercial 
4 inch Fire Protection 
6 inch Fire Protection 
8 inch Fire Protection 
Total Revenue Annuaiization 
Total Revenues 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 SUPPORTING SCHEDULES; 
38 Rejoinder B-1 
39 Rejoinder C-I 
40 Rebuttal D-1 
41 Rejoinder H-I 
42 

Exhibit 
Rejoinderschedule A-I 
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Present Proposed Dollar Percent 
Ekdes- !w& Increase lncrease 

$ 3,500 $ 

278 
(901 1 

(246) 

(440) 
1.014 
5,600 

(4,055) 

540 
135 

4,713 $ 

375 
(1,215) 

(332) 

(593) 
1,368 
7,552 

(5,469) 

729 
182 

1,213 34.65% 
0.00% 

97 34.84% 
(314) 34.86% 

0.00% 
0.00% 

(86) 34.70% 
0.00% 

(153) 34.80% 
353 34.84% 

1,952 34.85% 
(1,414) 34.86% 

0 
0 

189 35.00% 
47 35.00% 

0 0.00 0 0.00% 
$ 5.424 $ 7.309 $ 1.885 34.74% 
$ 3,365,549 $ 4,522,479 $ 1,156,931 34.38% 



Line 
!%L 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Sun City West Water 
Test Year Ended December 31, 2001 

Summary of Rate Base 

Exhibit 
Rejoinder Schedule B-1 
Page 1 
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Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
plus: 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rejoinder B-2 
Rejoinder 8-3 

Original Cost 
Rate base 

RCND Fair Value 
pate base 

$ 31,385,527 
6,197.91 8 

$ 25,187,610 

12,151 ,I 60 

971,578 
1,225 

8,101,902 

$ 20,165,548 

$ 41,995,079 $ 41,995,079 
9,002,193 9,002,193 

$ 32,992,886 $ 32,992,886 

16,258,734 16,258,734 

1,300,010 
1,225 

1,300,010 
1,225 

$ 15,432,917 $ 15,432,917 

RECAP SCHEDULES: 
Rejoinder A-1 



Line 
fh 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

TZ&Yeix L&..d 

$ 31,385,527 

6.197.91 8 

$ 25,187,610 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only 12,151,160 

Contributions in Aid of 
Construction - Net (Ratemaking 971,578 
Purposes Only) 

Customer Meter Deposits 1,225 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 8,101,902 

Charges 

Total 

P 
Rebuttal 8-2 

$ 20,165,548 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

Amount l3sUs.a 

$ 31,385,527 

6,197,918 

$ 25,187,610 

12,151,160 

971,578 

1,225 

8,101,902 

!I 20.165.548 

RECAP SCHFDUL ES 
Rejoinder B-1 



Line 
NSL 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Gross Utility 
Plant in Service 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

T e s t Y e a r  

$ 41,995,079 

9,002,193 

$ 32,992,886 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 16,258,734 

Contributions in Aid of 
Construction - Net (Ratemaking 1,300,010 
Purposes Only) 

Customer Meter Deposits 1,225 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

Total 

SUPPOR TlNG SCHEDU LES 
Rebuttal 6-3 

$ 15,432,917 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

Amount I.csc&w 

RECAP SCHEDUL ES 
Rejoinder 6-1 

$ 41,995,079 

9,002.1 93 

$ 32,992,886 

16,258,734 

1,300,010 

1,225 

$ 15,432,917 



I 
I 
I 
i 
I 
I 
I 
I 

Line 
I h  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Arizona American -Sun City West Water 
Test Year Ended December 31.2M)l 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Fees 
Water Testing 
Rents 
Transportation Expenses 
insurance - General Liability 
Insurance - health and Life 
Reguiatoly Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHFDllLESl 
Rebuttal C-I 
Rejoinder C-2 

Rebuttal 
Test Year 
Adjusted 
EesUb 

$ 3,343,134 

37,640 
$ 3,360,774 

$ 389.664 

585,941 
20,407 

170,058 
152.958 
32,432 

498.644 
6.069 

14,134 

27,091 

22,313 
148,918 
756,584 

26,433 
140,015 
(23,511) 

$ 2,968,151 
$ 412,624 

(450,024) 

$ (450,024) 
$ (37.400) 

Exhibit 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
ReSdki l ! l G E a s l o c r e a s e  

$ 3,343,134 1,156,931 $ 4,500,065 

37,640 37,640 
$ - $ 3,380,774 $ 1,756,931 $ 4,537,705 

909 $ 390,574 $ 390,574 

585,941 
20,407 

170,056 
(21,207) 131,751 

32,432 
(23,802) 474,642 

6,069 
14,134 

(4,440) 22,650 

22,313 
65 148.983 

756.584 
26,433 

(9,039) 130,976 
22,200 (1,311) 

585.941 
20,407 

170,058 
131,751 
32,432 

474,842 
6,069 

14,134 

22,650 

22,313 
148,983 
756,584 

26,433 
130,976 
445,251 

$ (35,315) $ 2,932.836 $ - $ 3,379.398 
$ 35,315 $ 447.938 $ 1,156,931 $ 1.158.307 

(450,024) (450,024) 

$ - $ (450,024) $ - $ (450,024) 
$ 35,315 $ (2,085) $ 1,156,931 $ 708,283 

RFCAP SCHFDUl F L  
Rejoinder A-1 



Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Line 
NL 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

26 
27 

29 
30 
31 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 
53 

28 

48 

54 

Revenus 
Revenues 

Other Revenues 

Ooeratina Exp- 
Salaries and Wages 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

Outside Services 
Service Company Charges 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

Insurance - Health and Life 
Rate Case Expense 

Miscellaneous Expense 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

Other IncomelEx- 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

8 
I 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
t 
I 
I 
I 
I 
I 

Water/ 
Sewer 
!&!El 

3 

4 

7 

5 

6 

8 

I 

Descriotion 

None 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

2 Interest Expense Synch. 

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Sun City 
West Water 

909 

(21,207) 

(23,802) 

65 

$ (35,315) 
$ 35,315 

y. 

$ 35,315 



I 
I 
1 
I 

Arizona American - Sun City West Water 
Test Year Ended December 31.2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 
1 Adiust Prooertv Taxes to Reflect Proaosed Re venues; 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 

28 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
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$ 3,380,774 
3,380,774 
4,537,705 

$ 3,766,418 
7,532,836 

358,256 

$ 358,256 

$ 7,174,579 
25% 

1,793,645 
8.485354% 

152,197 
24.529 

$ 176,726 



Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
Witness: Bourassa 

Line 
- No. 

1 we r est Svnchronization with Rate Base 
2 
3 
4 
5 
6 
7 

9 
10 
11 

a 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-1 
Rejoinder Synchronized Interest Expense 
Rebuttal Filing Interest Expense 
Increase in Interest Expense 

Adjustment to Revenues and/or Expense 

$15,432,917 
2.92% 

450,024 
450,024 

$ 



Line 
EkL 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

.. 
Projected Additional Expe rises 

Corrected Actual 2002 Addnl Salaries 
& Wages Expense (Corporate) $ 57,666 

Rebuttal Filing Proposed Additonal Salaries 
&Wages Expense (Corporate) 56,757 

Increase (Decrease) in Addtional Expenses $ 909 

11 
12 

Adjustment to Revenue andlor Expense 

13 
14 
15 

I 
Y 
1 
I 
I 
I 
I 
I 
C 
I 
I 
I 
1 
I 
I 
I 
C 
I 
I 

$ 909 

Exhibit 
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Arizona American - Sun City West Water 
Test Year Ended December 31, 2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 
m 

1 Pro jected Additional Fxoenses 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 
7 
8 
9 
10 
I 1  
12 
13 
14 
15 

Increase (Decrease) in Addtional Expenses 

Adjustment to Revenue andlor Expense 

' I  
I 
I 
I 

1 
I 
P 
8 
I 
1 
I 
I 
1 
I 
I 
I 
I 

' D  

a 
$ 104,573 

125,780 

$ (21,207) 

$ (21,207) 
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I 
E 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 
.Na 

1 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Projected Add itional E X W  

Increase (Decrease) in Addtional Expenses 

Adjustment to Revenue and/or Expense 

$ 22,010 

26,451 

$ (4,440) 
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Rejoinder Schedule C-2 
Page 6 
Witness: Bourassa 



Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

Line 

1 Projected Add itional F x a e m  
2 
3 
4 Expense (Corporate) $ 1,462 
5 Rebuttal Filing Proposed Additonal 

7 
8 
9 Increase (Decrease) in Addtional Expenses $ 65 
10 
11 Adjustment to Revenue and/or Expense $ 65 
12 
13 
14 
15 

Corrected Actual 2002 Additional Misc. 

6 Misc. Expense (Corporate) 1,397 

Exhibit 
Rejoinder Schedule C-2 
Page 7 
Witness: Bourassa 



Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 
!!La 

1 Service Comaanv Cha raes 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.1001 

$ 474,842 

$ 4,981,460 
0.1001 

498,644 

$ (23,802) 

Exhibit 
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E 
I 
I 

SUN CITY WATER COMPANY 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Arizona American -Sun City Water Company 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
5/8 Inch Residential 
3/4 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 
6 Inch Residential 
518 Inch Commercial 
3/4 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
4 Inch Commercial 
6 Inch Commercial 
1 Inch Irrigation 
1.5 Inch Irrigation 
2 Inch Irrigation 
3 Inch Irrigation 
6 Inch Irrigation 
3 Inch Public Interruptible 
8 Inch Public Interruptible 
3 Inch Fire Protection 
4 Inch Fire Protection 
6 Inch Fire Protection 
8 Inch Fire Protection 
Standby 
Miscellaneous Revenues 
Subtotal of Water Revenues 

1,817 
66,498 

1,485,121 
632,378 

13,103 
6,383 

25,941 
3,226 

48,884 
150,893 
280,522 
71,578 
71,802 

203,846 
339 

98,009 
6,157 
1,142 

114,183 
3,193 

19 
72 

5,814 
7,150 
2,480 
2,646 

Exhibit 
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$ 44,279,756 

581,339 

1.31% 

$ 3,328,066 

7.52% 

$ 2,746,728 

1.6286 

$ 4,473,416 

Percent Present Proposed Dollar 
Rates &&s. Increase Increase 

$ 2,662,562 $ 4,624,450 $ 1,961,888 73.68% 
3,150 

115,187 
2,571,799 
1,095,144 

22,671 
11,065 
45,004 
5,594 

84.743 
261,448 
485,631 
123,900 
124,152 
352,413 

590 
170,347 
10,703 
1,984 

198,501 
5,555 

33 
125 

10,103 
12,424 
4.309 
4,596 

1,333 
48,689 

1,086,678 
462,765 

9,568 
4,681 

19,064 
2,368 

35,860 
110,556 
205,108 
52,322 
52,351 

148,567 
250 

72,338 
4,546 

842 
84,318 
2,362 

14 
53 

4,289 
5,274 
1,829 
1,950 

73.39% 
73.22% 
73.17% 
73.18% 
73.02% 
73.33% 
73.49% 
73.40% 
73.36% 
73.27% 
73.12% 
73.10% 
72.91% 
72.88% 
73.77% 
73.81% 
73.84% 
73.76% 
73.84% 
74.00% 
74.00% 
73.67% 
73.78% 
73.76% 
73.75% 
73.71% 

113,419 113,419 0.00% 
$ 6,079,178 $ 10,459,042 $ 4,379,864 72.05% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Arizona American - Son City Water Company 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Revenue Annualization 
5/8 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
5/8 Inch Commercial 
3/4 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
1.5 Inch Irrigation 
2 Inch Irrigation 
3 Inch Irrigation 
6 Inch Irrigation 
3 Inch Public Interruptible 
4 Inch Fire Protection 
6 Inch Fire Protection 
8 Inch Fire Protection 
Total Water Annualization 
Total Water Revenues with Annualization 

SUPPORTING SCHEDULES: 
Rejoinder B-1 
Rejoinder C-1 
Rebuttal D-1 
Rejoinder H-1 

$ 10,636 $ 
404 

1,046 
5,905 

421 
(70) 

(343) 
863 

5,008 
(3,159) 

(4) 
(594) 

(97) 
83.1 16 
(3,193) 

126 
200 

Exhibit 
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18,492 $ 
700 

1,810 
10,226 

732 
(122) 
(595) 

1,496 
8,668 

(5,470) 
(6) 

(1,033) 
(1 69) 

144,493 
(5,555) 

219 
348 

7,856 73.86% 
296 73.25% 
764 73.11% 

4,322 73.19% 
311 73.88% 
(52) 73.80% 

(252) 73.43% 
633 73.35% 

3,661 73.11% 
(2,311) 73.16% 

(3) 73.85% 
(439) 73.83% 
(72) 73.77% 

61,377 73.84% 
(2,362) 74.00% 

93 73.78% 
148 73.76% 

(80) (1 39) (59) 73.75% 
$ 100,185 $ 174,097 $ 73,911 73.77% 
$ 6,179,363 $ 10,633,139 $ 4,453,775 72.07% 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 

28 

Arizona American -Sun City Water 
Test Year Ended December 31, 2001 

Summary of Rate Base 

Original Cost 
Rate base 

Gross Utility Plant in Service $ 38,754,465 
Less: Accumulated Depreciation 13,280,503 

Net Utility Plant in Service $ 25,473,962 

w 
Advances in Aid of 

Construction 2,331,186 
Contributions in Aid of 
Construction - Net of amortization 1,127,078 

Customer Meter Deposits 1,225 
Deferred Income Taxes & Credits 
Investment tax Credits 
m 
Unamortized Finance 

Deferred Tax Assets 
Charges 

Allowance for Working Capital 
Citizens Acquisition Adjustment 9,671,646 

Total Rate Base $ 31,686,119 

SUPPORTING SCHEDULES: 
Rejoinder B-2 
Rejoinder 8-3 

Exhibit 
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RCND Fair Value 
pate base I RCND Onlvl Rate base 

$ 81,489,402 $ 81,489,402 
29,936,694 29,936,694 

$ 51,552,708 $ 51,552,708 

4,901,808 4,901,808 

2,369,919 2,369,919 
1,225 1,225 

$ 44,279,756 $ 44,279,756 

RECAP SCHEDULES: 
Rejoinder A-I 



Line 
J&L 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
I 9  
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Servics 

Rebuttal 
Adjusted 
at end 

of 
Test Ye= W A m o u n t  

$ 38,754,465 

13,280,503 

$ 25,473,962 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes On1 2,331,186 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

1 ,I 27,078 

1,225 

9,671,646 

Total $ 31.686.119 

Exhibit 
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SUPPORTING SCHE DULES 
Rebuttal 8-2 

RFCAP SCHEDULES 
Rejoinder A-1 

Rejoinder 
Adjusted 

at end 
of 

l.kswar 

$ 38,754,465 

13.280.503 

$ 25,473,962 

2,331,186 

1,127,078 

1,225 

9,671,646 

$ 31.686.119 



Line 
NsL 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Gross Utility 
Plant in Service 

Arizona American - Sun City Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Less: 

Accumulated 
Depreciation 

Rebuttal 
Adjusted 

at end 
of 

lckswaxw Amount 

.$ 81,489,402 

29.936.694 

Net Utility Plant 
in Service .$ 51,552,708 

Less: 
Advances in Aid of 
Construction (Ratemaking Purposes On1 4,901,808 

Contributions in Aid of 
Construction - Net (Ratemaking 2,369,919 
Purposes Only) 

Customer Meter Deposits 1,225 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Charges 

Total 

SUPPORTING SCHEDU LES 
Rebuttal 8-3 

.$ 44,279,756 
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Rejoinder A-I 

Rejoinder 
Adjusted 

at end 
of 

Test Y w r  

.$ 81,489,402 

29.936.694 

$ 51,552,708 

4,901,808 

2,369,919 

1,225 

.$ 44,279,756 



Line 
NQ. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Arizona American -Sun City Water 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
E?ulls 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance -health and Life 
Regulatoly Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating income 
Other income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

G SCHFDUI FS: 
Rebuttal C-1 
Rejoinder C-2 

$ 6,079,671 

113,419 
$ 6,193,090 

$ 996,813 

1,416.41 0 
17,413 

540,349 
416.589 

93,641 
895.168 

6.878 
28.369 

22 
79,587 

40.874 
300,465 

1,007,693 
62,753 

186.779 
(544,789) 

$ 5,545,013 
$ 648,077 

(1,514,700) 

$ (1,514,700) 
$ (866.622) 

Exhibit 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 

LihdAdiuStrllent J&suki llxx?ax lmxexe 

$ 6,079,671 4,453,775 $ 10,533,447 

113,419 113,419 
$ - $ 6,193,090 $ 4,453,775 $ 10,646.866 

3,637 $ 1,000,450 $ 1,000,450 

(60,115) 

(42,730) 

(12,740) 

601 

79,539 
98,547 

1,416,410 
17,413 

540,349 
356,473 
93,641 

852,438 
6.878 

28,369 
22 

66.847 

40,874 
301,066 

1,007,693 
62,753 

266,318 
(446,242) 

1.416.41 0 
17,413 

540,349 
356,473 
93,641 

852,438 
6,878 

28,369 
22 

66,847 

40,874 
301,066 

1,007,693 
62,753 

266.318 
1.272.865 

$ 66,739 $ 5,611,752 $ - $ 7,330,859 
$ (66,739) $ 581,339 $ 4,453,775 $ 3,316,007 

223,502 (1,291.198) (1,291,198) 

$ 223,502 $ (1,291.198) $ - $ (1,291,198) 
$ 156.763 S 1709.859) $ 4.453.775 $ 2.024.809 

RFCAP SCHFDCLLES; 
Rejoinder A-1 
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Arizona American 
Summary of Rejoinder Adjustments 
l e s t  Year December 31,2001 

Line 
I%!, 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

26 
27 
28 
29 
30 
31 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 
53 

48 

54 

Revenues 
Revenues 

Other Revenues 

ODeratina Fx~mses 
Salaries and Wages 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

Outside Services 
Service Company Charges 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

Insurance - Health and Life 
Rate Case Expense 

Miscellaneous Expense 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating income 

Other IncomelExDense 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

Water/ 
Sewer 
w 

3 

4 

7 

5 

6 

8 

1 

DescriatiQo 

None 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

2 Interest Expense Synch. 

Exhibit 
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Sun City 
!!Y&er 

3.637 

(60,115) 

(42,730) 

(1 2,740) 

601 

79,539 
98,547 

$ 66,739 
s (66.739) 

223,502 

$ (223,502) 
$ (290,241) 



Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
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$ 6,193,090 
6,193,090 

10,646,866 
$ 7.677.682 . .  

15,355,364 

579,346 

$ 579,346 

$ 14,776,018 
25% 

3,694,005 
7.205292% 

266,164 
154 

$ 266,318 
186,779 

$ 79.539 

Adjustment to Revenues andlor Expenses $ 79,539 

B 
I 
I 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
- No. 
1 
2 
3 
4 
5 Rejoinder Synchronized Interest Expense 
6 Rebuttal Filing Interest Expense 
7 Increase in Interest Expense 
8 
9 
10 
11 

- . .  . 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-1 

Adjustment to Revenues andlor Expense 

Exhibit 
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$44,279.756 
2.92% 

1,291,198 
1,514,700 

$ (223,502) 

$ (223,502) 



I 
I 
I 
I 
I 

Arizona American - Sun City Water 
Test Year Ended December 31 2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

Line 
NQ 

1 -  . cted Additional Expenses 
2 
3 
4 &Wages Expense (Corporate) $ 230,664 
5 
6 & Wages Expense (Corporate) 227,027 
7 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 

a 
9 Increase (Decrease) in Addtionat Expense $ 3,637 
10 
11 Adjustment to Revenue andlor Expense $ 3,637 
12 
13 
14 
15 

Exhibit 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 
.tiQ 
1 Projected Add itional Expenses 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 214,090 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 274,205 
7 
8 
9 Increase (Decrease) in Addtional Expense $ (60,115) 
10 
11 Adjustment to Revenue and/or Expense $ (60,115) 
12 
13 
14 
15 

Exhibit 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 5 

Line 
ML 
1 Proiected Additional Expenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 63,152 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 75,891 
7 

. .  

8 
9 
10 

Increase (Decrease) in Addtional Expense $ (12,740) 

11 Adjustment to Revenue andlor Expense $ (12,740) 
12 
13 
14 
15 

Exhibit 
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Line 
k 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Arizona American - Sun City Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

Projected Additional Fxpenses 

Corrected Actual 2002 Additional Misc. 
Expense (Corporate) $ 4,389 

Rebuttal Filing Proposed Additonal 
Misc. Expense (Corporate) 3,788 

Increase (Decrease) in Addtional Expense $ 60 1 

Adjustment to Revenue andlor Expense $ 60 1 

Exhibit 
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Arizona American -Sun City Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 10 

Line 
NcL 
1 Service Companv C m  
2 
3 Corrected 2002 Charges $ 4,743,675 
4 Allocation Factor (4 factor Formula) 0.1797 

6 
7 
8 Rebuttal Filing Proposed Charges $ 4,981,460 
9 Allocation Factor (4 factor Formula) 0.1797 
10 Total Charges 895,168 
11 
12 
13 Adjustment to Revenues andlor Expenses $ (42,730) 
14 
15 
16 
17 

5 Total Charges 852,438 

Exhibit 
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SUN CITY WASTEWATER 

I 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classific- 
Residential Units (SSR) 
Commercial/Residential Units (SSR) 
Commercial (SSC) 
Commercial Large User (SS6) 
Multi-family Residential Units (AC SSR) 
Commercial additional toilets (SSI) 
Commercial per dishwasher (SS2) 
Commercial per wash machine (SS3) 
Commercial per wash rack (SS4) 
Miscellaneous Revenues 
Subtotal of Revenues 

Revenue Annualization 
Residential Units (SSR) 
CommerciallResidential Units (SSR) 
Commercial (SSC) 
Commercial Large User (SS6) 
Multi-family Residential Units (AC SSR) 
Commercial additional toilets (SSI) 
Commercial per dishwasher (SS2) 
Commercial per wash machine (SS3) 
Commercial per wash rack (SS4) 
Total Revenue Annualization 

Total of Revenues 

SUPPO RTING SC HEDULES; 
Rejoinder B-1 
Rejoinder C-I 
Rebuttal D-1 
Rejoinder H-7 

Present 
.Fi.&?L 

$ 2,920,525 
116 

104,865 
64,965 

1,793,100 
133,438 
26,568 
5,457 
2,736 

Proposed 
EiateSL 

$ 3,070,295 
122 

110,292 
68,114 

1,885,054 
140,498 
27,947 
5,743 
2,879 

Exhibit 
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$ 17,192,669 

1,130,307 

6.57% 

$ 1,292,201 

7.52% 

$ 161,894 

1.6286 

$ 263,666 

Dollar 
Increase 

$ 149,771 
6 

5,426 
3,149 

91,954 
7,060 
1,379 

286 
143 

Percent 
lncrease 

5.13% 
5.13% 

4.85% 
5.13% 
5.29% 
5.19% 
5.24% 
5.21 % 

5.17% 

2,859 2,859 0.00% 
$ 5,054,629 $ 5,313,802 $ 259,173 5.13% 

$ 12,754 $ 
(1 16) 

1,809 

17,709 
329 
669 
49 

13,408 $ 
(122) 

1,902 

18,617 
346 
704 
52 

654 
(6) 
94 

908 
17 
35 
3 

5.13% 
5.13% 
5.17% 
0.00% 
5.13% 
5.29% 
5.19% 
5.24% 

29 30 2 5.21% 
$ 33,233 $ 34,939 $ 1,706 5.13% 

0 0 0 0 
$ 5,087,862 $ 5,348,741 $ 260,879 5.13% 



Line 
N a  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Sun City Wastewater 

Summary of Fair Value Rate Base 
Test Year Ended December 31 2001 

Exhibit 
Rejoinder Schedule B-1 
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Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

!As% 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
plus: 
Tolleson Trickling 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Filter 

Total Rate Base 

SUPPORTING SCHEDULES; 
Rejoinder 8-2 
Rejoinder 8-3 

Original Cost RCND Fair Value 
Rate base -1 Rate base 

$ 19,900,934 $ 43,537,027 $ 43,537,027 
7,195.1 17 17,008,200 17,008,200 

$ 12,705,816 $ 26,528,827 $ 26,528,827 

3,309,005 7,239,070 7,239,070 

1 ,I 87,139 2,597,089 2,597,089 

500,000 500,000 

5,224,179 

500,000 

RECAP SCHEDULES: 
Rejoinder A-1 



Line 
I%!. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

T e s t r  W 

$ 19,900,934 

7,195,117 

$ 12,705,816 

Less: 
Advances in Aid of 
Construction (Ratemaking Purposes Only) 3,309,005 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

1 ,I 87.1 39 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Tolleson Trickling 
Filter 500,000 

Deferred Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

SUPPORTING SCH EDULES 
Rebuttal 8-2 

5,224,179 

$ 13,933,851 

Exhibit 
Rejoinder Schedule 8-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
of 

Amount l3sLYka 

$ 19,900,934 

7,195,117 

$ 12,705,816 

3,309,005 

1 ,I 87,139 

500,000 

5,224,179 

$ 13,933,851 

RECAP SCHEDULES 
Rejoinder B-I 



Line 
J!4Q. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Gross Utility 
Plant in Service 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

Less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

Test Year 

$ 43,537,027 

17,008,200 

$ 26,528,827 

Less: 
Advances in Aid of 

Contributions in Aid of 
Construction (Ratemaking Purposes Only) 7,239,070 

Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Tolleson Trickling 

Deferred Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

Filter 

SUPPORTING SCHE DULES 
Rebuttal 6-3 

2,597,089 

500,000 

$ 17,192,669 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

Label Amount Test Year 

RECAP SCHEDULES 
Rejoinder B-1 

$ 43,537,027 

17,008,200 

$ 26,528,827 

7,239,070 

2,597,089 

500,000 

$ 17,192,669 



Line 
NQ. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Revenues 
Flat Rate Revenues 
Measured Revenues 
Other Wastewater Revenues 

Rebuttal 
Test Year 
Adjusted 
&s!lus Label 

$ 5,085,481 

2,859 
$ 5,088,340 

Operating Expenses 
Salaries and Wages $ 
Purchased Wastewater Treatment 
Purchased Power 
Fuel for Power Production 
Chemicals 
Materials and Supplies 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Commission Expense - Rate Case 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

107,181 (3) 
992,447 

1,510 

105,696 

147,138 (4) 

505,120 (7) 
3,123 

21,265 

30,906 (5) 

33,583 
145,545 (6) 
507.843 

190,062 (1) 
375,005 

5,949 

105,696 

(23.681) 123,456 
3,123 

(24,111) 481,009 

21,265 

33,583 
22 145,567 

507.843 
5,949 

(705) 189.357 
20,386 395,392 

Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

ZUPPORTING SCHFDUI F L  
Rebuttal C-1 
Rejoinder C-2 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Income Statement 

Exhibit 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 
f 3 e s l l k l o c r e a s e -  

$ 5,085,481 260,879 $ 5,346,360 

2.859 2.859 
$ - $ 5.088.340 $ 260,879 $ 5,349,219 

606 $ 107.787 $ 107.787 
992,447 992,447 

1,510 1,510 

105,696 

123,456 
3,123 

481,009 

21,265 

25,960 

33,583 
145,567 
507.843 

5,949 
189,357 
496,088 

818,091 
$ 3,990,462 
$ 1,097,877 

818,091 818,091 
$ (32,430) $ 3,958,033 $ - $ 4.058.729 
$ 32,430 $ 1,130,307 $ 260,879 $ 1,290,490 

(501,338) (2) (501.338) (501,338) 

- $ (501,338) $ - $ (501.338) $ (501,338) $ 
$ 32,430 $ 628,969 $ 260,879 $ 789,151 $ 596,539 

RECAP SCHFDULES: 
Rejoinder A-1 



Line 
m 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

26 
27 
28 
29 
30 
31 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Reur?nues 
Revenues 

Other Revenues 

Salaries and Wages 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Office Supplies and Expense 

Outside Services 
Service Company Charges 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

Insurance - Health and Life 
Rate Case Expense 

Miscel\aneous Expense 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

D r  IncomelExDense 
Interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

Water/ 
Sewer 
k!2el 

3 

4 

7 

5 

6 

8 

1 

Description 

None 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

2 Interest Expense Synch. 
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Sun City 
Sewer 

606 

(23,681) 

(24,111) 

22 

$ (32,430) 
$ 32,430 

e v 

$ 32,430 



Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
- No. 
1 Adjust Property Ta xes to Reflect Proposed Re venue% 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rebuttal Adjusted Revenues in year ended 12/31/01 
Rebuttal Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year's of revenue 
Average of three year's of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rebuttal Property Tax at Proposed Rates 
Direct Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
Rejoinder Schedule C-2 
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$ 5,088,340 
5,088,340 

408,123 

$ 408,123 

$ 9,942,476 
25% 

2,485,619 
7.61 8094% 

189,357 
0 

$ 189,357 
190,062 

$ (705) 

$ (705) 



Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
No. 

B 1 In terest Svnchronization with Rate ase . .  . - 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-I 
Rejoinder Synchronized Interest Expense 
Rebuttal Filing Interest Expense 
Increase in Interest Expense 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
Witness: Bourassa 

$17,192,669 
2.92% 

501,338 
501,338 

P 

Adjustment to Revenues andlor Expense $ 



‘ I  
1 
I 
I 
I 

Arizona American -Sun City Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 3 

Line 
.&L .. 1 Proiected Additional Exoenses 

L 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Corrected Actual 2002 Addnl Salaries 
8, Wages Expense (Corporate) $ 38,444 

Rebuttal Filing Proposed Additonal Salaries 
& Wages Expense (Corporate) $ 37,838 

Increase (Decrease) in Addtional Expenses $ 606 

Adjustment to Revenue andlor Expense $ 606 

Exhibit 
Rejoinder Schedule C-2 
Page 4 
Witness: Bourassa 
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I 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 4 

Line 
&L 

2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 
7 

' i  1 p-xgra.SeS 

$ 131,056 

154,737 

8 
9 Increase (Decrease) in Addtional Expenses $ (23,681) 
10 
11 Adjustment to Revenue andlor Expense $ (23,681) 
12 
13 
14 
15 

1. 
1 
R 
I 
I 
I 

Exhibit 
Rejoinder Schedule C-2 
Page 5 
Witness: Bourassa 
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Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTSTOREVENUESANDlOREXPENSES 
Adjustment Number 5 

Line 
J!h 
1 projected Adddional Fxpenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 24,520 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 29,467 
7 
a 
9 Increase (Decrease) in Addtional Expenses $ (4,946) 
10 
11 Adjustment to Revenue and/or Expense $ (4,946) 
12 
13 
14 
15 

. .  

Exhibit 
Rejoinder Schedule C-2 
Page 6 
Witness: Bourassa 



1 
I 

Line 
rn 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 
Adjustment Number 6 

projected Additional Expenses 

Corrected Actual 2002 Additional Misc. $ 1,685 
Expense (Corporate) 

Rebuttal Filing Proposed Additonal 1,663 
Misc. Expense (Corporate) 

Increase (Decrease) in Addtional Expenses $ 22 

11 Adjustment to Revenue and/or Expense $ 22 
12 
13 
14 
15 

Exhibit 
Rejoinder Schedule C-2 
Page 7 
Witness: Bourassa 



Arizona American - Sun City Wastewater 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Line 
NQ 
1 ServiceCompa nv . CharaE 
2 
3 Corrected 2002 Charges 
4 
5 Total Charges 
6 
7 
8 Rebuttal Filing Proposed Charges 
9 
10 Total Charges 
11 
12 
13 Adjustment to Revenues andlor Expenses 
14 
15 
16 
17 

Allocation Factor (4 factor Formula) 

Allocation Factor (4 factor Formula) 

$ 4,743,675 
0.1014 

$ 481,009 

$ 4,981,460 
0.1014 

505,120 

Exhibit 
Rejoinder Schedule C-2 
Page 8 
Witness: Bourassa 
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TUBAC WATER 



I 
I 
I 

Line 
rn 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Customer 
Classification 
5/8 Inch Residential 
1 Inch Residential 
1.5 Inch Residential 
2 Inch Residential 
3 Inch Residential 

5/8 Inch Commercial 
1 Inch Commercial 
1.5 Inch Commercial 
2 Inch Commercial 
3 Inch Commercial 
Miscellaneous Revenues 

Subtotal of Water Revenues 

Revenue Annualization 
5/8 Inch Residential 
1 Inch Residential 
5/8 Inch Commercial 
1 Inch Commercial 
3 Inch Commercial 
Total Revenue Annualization 
Total Water Revenues with 
Revenue Annualization 

SUPPORTING SCHEDULES: 
Rejoinder 6-1 
Rejoinder C-I 
Rebuttal D-I 
Rejoinder H-I 

Exhibit 
Rebuttal Schedule A-I 
Page 
Witness: Bourassa 

$ 1,732,373 

I 8,486 

1.07% 

$ 130,205 

7.52% 

$ 111,719 

1.6286 

$ 181,950 

Present Proposed Dollar Percent 
Rat& !WeL locrease lncrease 

$ 192.378 $ 331,745 $ 139,366 72.44% 
11,339 19,554 8,215 72.44% 

1,501 2,589 1,088 72.49% 
1,671 2,882 1,211 72.48% 
1,255 2,164 909 72.45% 

- 0.00% 
20,444 35,253 14,809 72.44% 
6,953 11,991 5,038 72.46% 
2,753 4,748 1,995 72.48% 
9,544 16,465 6,922 72.52% 

807 1,392 585 72.47% 
2,691 2,691 0.00% 

0 0 0 0 
$ 251,336 $ 431,475 $ 180,138 71.67% 

738 $ 1,271 $ 534 72.40% 
370 638 268 72.40% 
350 603 253 72.38% 
218 375 158 72.44% 
801 1,382 581 72.46% 

2,476 4,269 1,793 72.42% 
0.00% 

$ 253,812 $ 435,744 $ 181,931 71.68% 



I 
I 
I 
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II 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Arizona American - Jubac Water 
Test Year Ended December 31,2001 

Summary of Fair Value Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of 

Contributions in Aid of 

Customer Meter Deposits 
Deferred Income Taxes & Credits 
Investment tax Credits 
plus: 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 
Citizens Acquisition Adjustment 

Construction 

Construction - Net of amortization 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
Rejoinder 8-2 
Rejoinder 8-3 

Original Cost 
Rate base 

$ 2,009,845 
569,206 

$ 1,440,638 

170.081 

143,675 
590 

RCND 
Rate base 

$ 3,101,018 
883,956 

$ 2,217,062 

262,421 

221,678 
590 

527,102 

$ 1,653,394 $ 1,732,373 

Exhibit 
Rejoinder Schedule 6-1 
Page 1 
Witness: Bourassa 

Fair Value 
Rate base [RCND Only) 

$ 3,101,018 
883,956 

$ 2,217,062 

262,421 

221,678 
590 

$ 1,732,373 

RECAP SCHEDULES: 
Rejoinder A-I 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 

Accum u lated 
Depreciation 

Net Utility Plant 
in Service 

Rebuttal 
Adjusted 

at end 
of 

TestYear 

$ 2,009,845 

569,206 

$ 1,440,638 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) $ 170,081 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 
Citizens Acquisition Adjustment 

Total 

Charges 

-SCHEDULES 
Rebuttal 8-2 

143,675 

590 

527,102 

$ 1,653,394 

Exhibit 
Rejoinder Schedule 8-2 
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Rejoinder 
Adjusted 

at end 
of 

Amount Test Year 

$ 2,009,845 

569,206 

$ 1,440,638 

$ 170,081 

143,675 

590 

527,102 

$ 1,653,394 

RECAP SCHEDULES 
Rejoinder 6-1 
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Line 
Il4.Q.. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Gross Utility 
Plant in Service 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

RCND Rate Base Proforma Adjustments 

less: 

Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Construction (Ratemaking Purposes Only) 

Contributions in Aid of 
Construction - Net (Ratemaking 
Purposes Only) 

Customer Meter Deposits 
Deferred Income Taxes 
Investment Tax Credits 
Plus: 
Unamortized Finance 

Deferred Tax Assets 
Working capital 

Charges 

Total 

Rebuttal 
Adjusted 

at end 
of 

lk.sm%xw 

$ 3,101,018 

883.956 

$ 2,217,062 

$ 262,421 

221,678 

590 

$ 1.732.373 

Exhibit 
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Rejoinder 
Adjusted 

at end 
of 

Test Year Amount 

SUPPORTING SCHFDUI FS 
Rebuttal 8-3 

RECAP SCHEDULES 
Rejoinder 6-1 

$ 3,101,018 

883,956 

$ 2.21 7,062 

$ 262,421 

221,678 

590 

$ 1,732,373 



I 
I 
I 

Line 
NQ. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Income Statement 

Rebuttal 
Test Year 
Adjusted 
l3ss!&t 

$ 251,795 

2,691 
$ 254,486 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Outside Services 
Service Company Charges 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - health and Life 
Regulatory Commission Expense - 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
GaidLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

ING SCHEDULFS: 
Rebuttal C-I 
Rejoinder C-2 

Rate Case 

$ 73,951 

20,767 
16 

18,029 
17,842 
10,516 
37,361 

1,420 
3,454 

2,985 

1,680 
7,023 

37,365 
5,095 

23,075 
(21,851) 

$ 238.729 
$ 15,757 

(50,516) 

Exhibit 
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Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 

! Adjustment € b s U ! b l n C r e a S e l n c r e a s e  

$ 251,795 181,931 $ 433,726 

2,691 2,691 
$ - $ 254,486 $ 181,931 $ 436,417 

152 $ 74,102 

20,767 
16 

18,029 
(2,265) 15.578 

10,516 
(1.783) 35,578 

1,420 
3,454 

(498) 2,487 

1,680 
54 7,077 

37,365 
5,095 

(1 03) 22,972 
1,715 (20,135) 

$ 74,102 

20,767 
16 

18,029 
15.578 
10,516 
35,578 

1,420 
3,454 

2,487 

1.680 
7,077 

37,365 
5,095 

22,972 
50.088 

$ (2,729) $ 236,000 $ - $ 306,224 
$ 2,729 $ 18,486 $ 181,931 5 130,194 

(50,516) (50,516) 

$ - $ (50,516) $ - $ (50,516) 
$ 2,729 $ (32,030) $ 181,931 $ 79,678 

RFCAP SCHEDUl FS' 
Rejoinder A-I 



I D  

Line 
Ne 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

26 
27 
28 
29 
30 
31 

32 
33 
34 
35 
36 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Arizona American 
Summary of Rejoinder Adjustments 
Test Year December 31,2001 

Revenues 
Revenues 

Other Revenues 

Salaries and Wages 

Purchased Water 

Purchased Wastewater Treatment 

Purchased Power 

Fuel for Power Production 
Chemicals 

Materials ans Supplies 
Repairs and Maintenance 
Omce Supplies and Expense 

Outside Services 
Service Company Charges 

Water Testing 
Rents 

Transportation Expenses 
Insurance - General Liability 

Insurance - Health and Life 
Rate Case Expense 

Miscellaneous Expense 

Depreciation Expense 
Taxes Other Than Income 

Property Taxes 
Income Tax 
Tolleson Wastewater User Fees 
Total Operating Expenses 
Operating Income 

OtherlncomelExDense 
interest Income 
Other income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Net Income 

Water/ 
Sewer 
!a!..s! 

3 

4 

7 

5 

6 

8 

I 

Descriotion 

None 

Exhibit 
Rejoinder Schedule C-2 
Witness: Bourassa 
Page1 

Tubac 
Water 

None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

None 

None 

None 

None 

None 
None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

Correction adjustment to Actual 2002 
Service Company Charges 

None 
None 

None 
Correction adjustment to Actual 2002 

Additional (Corporate) 

None 
None 

Correction adjustment to Actual 2002 
Additional (Corporate) 

Depreciation Expense 
None 

Property Taxes 

None 

152 

54 

2 Interest Expense Synch. 

$ 
$ 2.729 



I 
I 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Line 
No. 

Adiust Prooertv Taxes to Reflect Prooosed Revenues: 
__ 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rejoinder Adjusted Revenues in year ended 12/31/01 
Rejoinder Adjusted Revenues in year ended 12/31/01 
Proposed Revenues 
Average of three year‘s of revenue 
Average of three year’s of revenue, times 2 
Add: 
Construction Work in Progess at 10% 
Deduct: 
Book Value of Transportation Equipment 
Book Value of Transportation Equipment (proforma) 
Total Book Value of Transportation Equipment 

Full Cash Value 
Assessment Ratio 
Assessed Value 
Property Tax Rate 

Property Tax 
Tax on Parcels 

Total Rejoinder Property Tax at Proposed Rates 
Rebuttal Filing Proposed Property Taxes 
Increase (Decrease) in Property Taxes 

Adjustment to Revenues andlor Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
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$ 254,486 
254,486 
436,417 

$ 315.130 
630,260 

9,535 
0 

$ 9,535 

$ 620,724 
25% 

155,181 
14.7961 83% 

22,961 
12 

$ 22,972 
23,075 

$ (1 03) 

$ (103) 
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Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 2 

Line 
No. 

Base Interest S v n w t i o n  with Rate . .  . - 
I 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

Rejoinder Fair Value Rate Base 
Weigted Cost of Debt from Schedule D-I 
Rejoinder Synchronized Interest Expense 
Rebuttal Filing Interest Expense 
!!?CTPBse j!? !!?!erest Expense 

Adjustment to Revenues and/or Expense 

Exhibit 
Rejoinder Schedule C-2 
Page 3 
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$1,732,373 
2.92% 

50,516 
50.516 
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I 
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Line ” 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 

a 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 4 

Adjustment Number 3 Witness: Bourassa 

Projected Add itional Fxpenses 
.. 

Corrected Actual 2002 Addnl Salaries 

Rebuttal Filing Proposed Additonal Salaries 
& Wages Expense (Corporate) $ 9,611 

& Wages Expense (Corporate) 9,459 

Increase (Decrease) in Addtional Expense $ 152 

Adjustment to Revenue andlor Expense $ 152 



Arizona American - Tubac Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
Page 5 

Adjustment Number 4 Witness: Bourassa 

Line 
NQ’ 

1 Pro jected Additional Fxoenses 
2 
3 Corrected Actual 2002 Addnl 
4 Office Expense (Corporate) $ 7,060 
5 Rebuttal Filing Proposed Addnl 
6 Office Expense (Corporate) 9,325 
7 
8 
9 Increase (Decrease) in Addtional Expense $ (2,265) 

I O  
11 Adjustment to Revenue and/or Expense $ (2,265) 
12 
13 
14 
15 



Arizona American - Tubac Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
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Adjustment Number 5 Witness: Bourassa 

Line 
ML 

1 Projected Additional Fxgenses 
2 
3 Corrected Actual 2002 Addnl 
4 Insurance Expense (Corporate) $ 2,471 
5 Rebuttal Filing Proposed Addnl 
6 Insurance Expense (Corporate) 2,969 
7 

.. 

8 

10 
9 Increase (Decrease) in Addtional Expense $ (498) 

11 Adjustment to Revenue andlor Expense $ (498) 
12 
13 
14 
15 

I 
I 
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Arizona American - Tubac Water 
Test Year Ended December 31,2001 

ADJUSTMENTS TO REVENUES AND/OR EXPENSES 

Exhibit 
Rejoinder Schedule C-2 
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Adjustment Number 6 Witness: Bourassa 

Line 
NQ. 
1 Pro-iected Additional Expenses 
2 
3 
4 Expense (Corporate) $ 275 
5 Rebuttal Filing Proposed Additonal 

7 
8 

10 

12 
13 
14 
15 

. .  

Corrected Actual 2002 Additional Misc. 

6 Misc. Expense (Corporate) 22 1 

9 Increase (Decrease) in Addtional Expense $ 54 

11 Adjustment to Revenue and/or Expense $ 54 
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Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Adjustments to Revenues and Expenses 
Adjustment Number 7 

Exhibit 
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Line 
m 
1 &rv ice Co mDanv . . Cha raes 
L 

3 Corrected 2002 Charges $ 4,743,675 
4 Allocation Factor (4 factor Formula) 0.0075 
5 Total Charges $ 35,578 
6 
7 
8 Rebuttal Filing Proposed Charges $ 4,981,460 
9 Allocation Factor (4 factor Formula) 0.0075 
10 Total Charges 37,361 
11 
12 
13 Adjustment to Revenues and/or Expenses $ (1,783) 
14 
15 
16 
17 
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FENNEMORE CRAIG 
Norman D. James (No. 006901) 
Jay L. Shapiro 0.014650) 

Suite 2600 
Phoenix, Arizona 8 50 12 
Attorneys for Arizona-American 
Water Company, Inc. 

3003 N. Centra Y Avenue 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WEST WATER AND WASTEWATER 
DISTRICTS. 
IN THE MATTER OF THE 

AMERICAN WATER COMPANY, INC., 
AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT 
FAIR VALUE OF ITS UTILITY PLANT 
AND PROPERTY AND FOR 
INCREASES IN ITS RATES AND 
CHARGES BASED THEREON FOR 
UTILITY SERVICE BY ITS SUN CITY 
WATER AND WASTEWATER 
DISTRICTS. 
IN THE MATTER OF THE 

AMERICAN WATER COMPANY, AN 
ARIZONA CORPORATION, FOR A 
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1. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

Q* 
A. 

Q- 

4. 

Q* 
A. 

INTRODUCTION, SUMMARY AND CONCLUSIONS 

PLEASE STATE YOUR NAME. 

Thomas M. Zepp. 

DID YOU PREPARE DIRECT AND REBUTTAL TESTIMONY ON 

BEHALF OF ARIZONA-AMERICAN IN THIS CASE? 

Yes. 

WHAT IS THE PURPOSE OF THIS TESTIMONY? 

Arizona-American Water Company (“Arizona-American” or “the Company”) 

asked me to review and to respond where I thought it to be appropriate to the 

October 31, 2003 surrebuttal testimonies of Mr. Joel M. Reiker, Mr. William A. 

Rigsby and Ms. Marylee Diaz Cortez. I will generally use the same abbreviations 

and conventions as were used in my prior testimony. 

HOW IS YOUR TESTIMONY ORGANIZED? 

In this section of my testimony, I summarize my conclusions. In Section 11, I 

respond to Mr. Rigsby and Ms. Diaz Cortez. In Section 111, I respond to Mr. 

Reiker. I present concluding remarks in Section IV. 

DO YOU SPONSOR ANY TABLES AND EXHIBITS TO ACCOMPANY 

THIS REBUTTAL TESTIMONY? 

Yes. I present 7 Rejoinder Tables and three exhibits in support of my responses to 

Mr. Reiker, Ms. Diaz Cortez and Mr. Rigsby. 

A. Overview of key points. 

PLEASE SUMMARIZE YOUR TESTIMONY. 

The two primary issues in this proceeding are the cost of equity of publicly-traded 

water utilities and the rate base that the Arizona Constitution requires to be used 

when setting rates. I provide rejoinder testimony to the rebuttal testimony 

submitted by RUCO and Mr. Reiker on these two issues. A third issue, the 
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magnitude of the adder to the cost of equity estimated for benchmark water utilities 

to compensate Arizona-American for its above-average leverage, is no longer an 

issue in that Mr. Rigsby has agreed to adopt the 50 basis point adder that was 

computed by Mr. Reiker and accepted by me. 

1. Costs of equity are higher today than when Staff and RUCO 
prepared direct testimony. 

Costs of equity are higher today than when Mr. Rigsby and Mr. Reiker 

prepared their equity cost estimates, but they have not increased their 

recommended returns on equity ((‘ROES’’) for the less leveraged water utilities 

used in their sample groups. Mr. Rigsby has revised his position on the adder for 

the Company’s financial risk but has not updated his equity cost estimates for 

benchmark water utilities. Mr. Reiker has updated his equity cost estimates, but 

has lowered his recommended ROE. Mr. Reiker’s DCF equity cost estimates for 

water and gas utilities are the same or higher than when he prepared his direct 

testimony. See Rejoinder Table 7. Also, since the time Mr. Rigsby and Mr. 

Reiker filed their direct testimonies, the average of 5-year, 7-year and 10-year 

Treasury rates relied upon by Mr. Reiker to prepare his equity cost estimates has 

increased by 50 basis points and averages of beta estimates for both the gas and 

water utilities have increased. See Rejoinder Table 6 and Mr. Reiker’s Schedules 

JMR-S7 and JMR-S15. Consensus forecasts of interest rates for 2004 reported by 

Blue Chip for intermediate-term Treasury rates have also increased. The only 

evidence Mr. Reiker provides in support of a lower ROE today than when he filed 

his direct testimony is an updated estimate of the current market risk premium. 

I . .  

I . .  

, . .  
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2. Authorized, Realized and Forecasted ROEs provide useful 
indications of the benchmark cost of equity for water utilities. 

Mr. Rigsby and Mr. Reiker deny the usehlness of my Rebuttal Table 1 in 

which I show authorized ROEs, earned ROEs and Value Line projections of ROEs. 

Mr. Meek provides similar data in his testimony. The U. S. Supreme Court has 

established three tests of a reasonable rate of return. One of those is that the return 

to the equity owner should be commensurate with returns for comparable risk 

companies. Contrary to claims by Mr. Rigsby and Mr. Reiker, Rebuttal Table 1 

provides evidence about such comparable returns. Mr. Reiker claims such returns 

do not reflect the cost of equity because market-to-book ratios for the sample water 

utilities are above 1. He is wrong. Mr. Thornton of the ACC Staff and I have both 

provided long lists of reasons market-to-book ratios might be above 1.0 when a 

utility is earning no more than its cost of equity. 

3. My restatements of Staff and RUCO DCF analyses are 
reasonable and more appropriate than their original estimates. 

Mr. Rigsby and Mr. Reiker also disagree with my restatements of their DCF 

analyses. I have already addressed some of Mr. Rigsby’s and Mr. Reiker’s 

comments in my rebuttal testimony and respond to others in this rejoinder 

testimony. In particular, I respond to Mr. Reiker’s contention that it is 

inappropriate to include the second stage of growth that I inserted in his multi- 

stage DCF model. Dr. Myron Gordon, an authority relied upon by Mr. Reiker, 

reviewed a similar DCF approach I presented in another proceeding where the 

growth issues were analogous to this one. I provide an exhibit filed in that case in 

which Dr. Gordon concludes the method I used to restate Mr. Reiker’s model is 

appropriate. 
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4. Forecasted interest rates provide more relevant equity cost 
estimates than do current interest rates. 

The goal is to determine interest rates and ultimately equity costs that are 

relevant for the period in which new tariffs for Arizona-American will be in place. 

Current interest rates do not provide that evidence. Either professional forecasts of 

interest rates or forward rates derived from current rates do. Available evidence 

indicates interest rates will be higher in the fbture than they are today and thus the 

use of current interest rates to determine equity costs produces a negative bias in 

relevant equity cost estimates. 

B. Specific conclusions. 

WHAT ARE YOUR SPECIFIC CONCLUSIONS: 

My specific conclusions are: 

(1) Mr. Reiker, Mr. Rigsby and I all agree that 50 basis points should be added 

to the cost of equity found to be reasonable for less leverage water utilities to 

compensate Arizona-American for its above-average financial risk. 

(2) I previously updated my equity cost estimates and found that Arizona- 

American’s equity cost falls in a range of 10.5% to 11.7%. Appropriate 

restatements of Mr. Rigsby’s equity cost estimates and Mr. Reiker’s updated equity 

cost estimates indicate Arizona-American equity cost falls in a range of 10.3% to 

1 1.4%. See Rejoinder Table 5. 

RESPONSES TO RUCO 

A. Mr. Kmby agrees Arizona-American requires a 50 basis point adder to 
the cost of equity for benchmark water utilities to compensate the 
Company for added financial risk 

HAS MR. RIGSBY RECONSIDERED HIS POSITION ABOUT MAKING 

AN UPWARD ADJUSTMENT FOR ARIZONA-AMERICAN’S ABOVE- 

AVERAGE LEVERAGE? 
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A. 

Q- 

4. 

Yes. At page 10, he reports that after reading Mr. Stephenson’s testimony and Mr. 

Reiker’s testimony he recognized that Arizona-American is more leveraged than 

his proxy group of water utilities. He now recommends adjusting upward his 

recommended ROE by 50 basis points to compensate the Company for its above 

average financial risk. He adjusts his initial recommended ROE from 9.11% to 

9.61% to reflect this change. 

B. It is appropriate to restate Mr. Riesby’s DCF equih cost estimate with 
restated VS growth based on the smallest estimates of growth in the 
number of shares that he reports 

DO YOU HAVE A RESPONSE TO MR. RIGSBY’S COMMENTS ABOUT 

YOUR RESTATEMENT OF HIS ESTIMATES OF VS GROWTH AT 

PAGE ll? 

Yes. Mr. Rigsby suggests that my first restatement of his DCF equity cost estimate 

is based on my criticism of his approach when that was not the case. My first 

restatement is based on using actual data he reports for growth in the number of 

shares of common stock instead of his arbitrary assumptions about such growth. 

Rebuttal Table 12 reports the two sets of estimates of growth in the number of 

shares (“S” in VS growth) Mr. Rigsby said he relied upon. One set of estimates of 

S had an average of 5.71%. The other had an average of 2.81%. Mr. Rigsby, 

however, adopted an estimate for S of only 1 .O%, less than one-half of the smallest 

estimate of S that he reported. My first restatement of his DCF analysis is based 

on using the smallest estimate of S growth of 2.81% instead of his arbitrary choice 

of 1%. That substitution increased his estimate of VS growth to 1.83%, and 

increased his equity cost estimate to 10.1%. Mr. Rigsby does not address the 

restatement I made. With the 50 basis point adder for leverage that Mr. Rigsby 

now agrees should be adopted, this restatement of Mi-. Rigsby’s equity cost for 

Arizona-American would be 10.6%. 
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C. 

IN RESPONDING TO YOUR RESTATEMENT OF HIS CAPM 

Response to Mr. Rigsbv’s comments about CAPM 

APPROACH, MR. RIGSBY SUGGESTS YOU ADOPTED THE ZERO- 

BETA CAPM TO MAKE THE RESTATEMENT. DID YOU? 

No, I did not. I pointed out that empirical tests of CAPM support the zero-beta 

version of the CAPM and those tests also indicate the version of the CAPM he 

adopted will understate the cost of equity for low beta stocks and overstate the cost 

of equity for high beta stocks. In making my restatement of his CAPM approach, 

however, to be conservative, I relied upon long-term Treasury rates instead of 

higher zero-beta asset returns indicated by tests of the CAPM. Dr. Roger Morin, 

author of Regulatory Finance: Utilities ’ Costs of Capital (1 994), and institutions 

such as Ibbotson Associates also use long-term Treasury rates to implement the 

CAPM. For example, see Table 7-11 of Ibbotson Associates, 2003 SBBI 

Valuation Edition. With the 50 basis point adder Mr. Rigsby now accepts for 

leverage, his restated CAPM estimate for Arizona-American is 10.3%. 

AT PAGE 13, MR. RIGSBY POINTS OUT YOU WROTE AN ARTICLE IN 
1978 THAT DEFENDED THE USE OF CAPM IN RATE CASES. DO YOU 

HAVE ANY COMMENT ABOUT HIS TESTIMONY? 

Yes. I wrote that article 25 years ago. The article primarily addressed technical 

issues with estimates of beta. And though Dr. Peseau and I endorsed consideration 

of CAPM as one of the methods to be used in regulatory jurisdictions, we stated, 

“it is not a panacea, nor can it be used in a vacuum.” And, that “this is not to say 

that CAPM analysis supplants other keen financial judgment; it cannot.” No 

finance model should be applied mechanically and without considering other 

indicators of what the model is intended to estimate. 
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Q- 

A. 

Q. 

A. 

Q. 

A. 

D. Responses to RUCO regarding the use of RCND rate base 

AT PAGE 14-16, MR. RIGSBY RESPONDS TO YOUR TESTIMONY 

ABOUT USING RCND AS THE RATE BASE. DO YOU HAVE A 

RESPONSE? 

Yes. Mr. Rigsby makes the obvious point that if the rate base has a bigger value, 

estimated revenue requirements would be higher than if it had a smaller value. 

RUCO, however, contends that the dollar return should not change if a FVRB is 

adopted. Mr. Rigsby does not, however, address the points I raise in my 

testimony. 

PLEASE TURN TO MS. DIAZ CORTEZ’ TESTIMONY ON THE RCND 

ISSUE. DOES RUCO AGREE ARIZONA LAW REQUIRES A FINDING 

OF FAIR VALUE AND THAT THE ACC SHOULD CONSIDER RCND IN 

RENDERING RATE DECISIONS? 

Yes. At page 2 of her testimony, she states that RUCO has no dispute regarding 

that issue. She states the issue is how the ROE is determined when RCND is 

considered in determining the fair value rate base (“FVRI3”). 

SHOULD THE RATE OF RETURN BE SMALLER IF THE FVRB IS 

LARGER THAN OCRB AS SHE CONTENDS? 

No, it should not be. I explained in my direct testimony and rebuttal that if the 

ROE is adjusted, the consideration of the FVRB becomes a sham. The Arizona 

Constitution and decisions by courts in Arizona require a fair rate of return be 

applied to the FVRB. Ms. Diaz Cortez never addresses that critical point. Instead 

she recounts her interpretation of what the Commission did in the past and ignores 

what should be done to be in compliance with the Arizona Constitution and 

Arizona court cases. The example given in Ms. Diaz-Cortez’s surrebuttal 

testimony, at page 4, clearly demonstrates that RUCO’s revenue requirement is 
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A. 

Q. 

A. 

based solely on the Company’s original cost rate base, not on the current or fair 

value of the Company’s utility plant. 

AT PAGE 5 AND 6, SHE RESPONDS TO YOUR COMMENT THAT 

THERE IS NO DOUBLE-COUNTING OF INFLATION. DOES HER 
RESPONSE ADDRESS THE TESTIMONY YOU PRESENTED? 

No. Ms. Diaz Cortez confuses past inflation that has already occurred with the 

future expected inflation in the cost of money. She also fails to note that the past 

inflation that may have had an impact on authorized ROEs and may have partially 

determined ROEs earned in the past is not generally the same as the Handy 

Whitman factors used to determine RCND. Historical earnings are in the past and 

have nothing to do with earnings investors now require in the future. 

E. Response to Mr. Rigsbv regarding his comparison of my testimonv to 
Mr. Meek’ Testimony 

AT PAGE 5, MR. RIGSBY STATES THAT BASED ON MR. MEEK’S 

TESTIMONY, YOUR TESTIMONY SHOULD BE DISREGARDED. IS 

YOUR TESTIMONY INCONSISTENT WITH MR. MEEK’S 

TESTIMONY? 

No, it is not. I read Mi. Meek’s testimony and found it dove-tailed nicely with 

mine. Testimony built upon an appropriate application of “textbook theories” (as 

Mr. Rigsby characterizes my approach) should not be inconsistent with a 

knowledgeable investor’s observations about what it takes for Arizona-American 

to attract capital, to have financial integrity, and to earn a return comparable to 

other utilities of similar risk. I noted in my rebuttal testimony that Mr. Rigsby’s 

equity cost estimation approaches are not an appropriate application of those 

“textbook theories.” If they had been, his recommended ROE would not have 

seriously departed fiom the ROE Mr. Meek concludes is reasonable. 
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AT PAGES 7-8, MR. RIGSBY SUGGESTS THAT RELIANCE ON PAST 

AUTHORIZED RATES OF RETURN IS A FORM OF ‘COMPARABLE 

EARNINGS” AND THAT SUCH A METHOD WILL BE FLAWED WHEN 

INTEREST RATES DROP. DO YOU HAVE A RESPONSE? 

Yes. First, his quotation on page 6 refers to the “conventional application of 

comparable earnings.” Authorized ROEs are not ROEs being discussed by Kolbe, 

Read and Hall. They are talking about earned returns. Second, past authorized 

ROEs provide a very useful measure of the cost of equity. Regulatory 

commissions examine evidence provided by experts using many different types of 

market models and other evidence. They will consider evidence on costs of equity 

provided by application of discounted cash flow (DCF) models, capital asset 

pricing models (CAPM), risk premium approaches, evidence on the state of the 

economy and the level of interest rates before deciding what ROE to authorize. 

Given those commissions must consider the tests of capital attraction, financial 

integrity and returns being earned by comparable risk enterprises as well as the 

interests of customers of the utilities, on average, those authorized ROEs should 

provide a good indication of the cost of equity at the various points in time. 

Mr. Rigsby is correct that such authorized ROEs would be too high if 

relevant interest rates have dropped a significant amount. But there is more to the 

story. First, equity costs drop more slowly than interest rates. The unrebutted 

evidence I provided in Table 22 of my direct testimony shows equity costs drop 

about half as fast as interest rates. Second, the interest rates of relevance when 

setting the cost of equity are not the extremely low rates that existed when RUCO 

and Staff filed direct testimony and are not the rates that exist today. The relevant 

interest rates are those rates that investors expect next year and in the years beyond 

when new tariffs will be in place. Those future interest rates are expected to be 
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111. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

higher than rates are today. Whether the analyst looks at forecasts of interest rates 

or looks at “forward rates” that are embedded in current market rates, the relevant 

interest rates for ratemaking purposes are much higher than either Mr. Rigsby or 

Mr. Reiker of the Staff adopt in their analyses. Relevant interest rates fall within 

the range of interest rates that existed when the authorized ROES in Table 7 of my 

direct testimony and Rebuttal Table 1 were determined. 

RESPONSES TO MR. REIKER 

A. Restatements of Mr. Reiker’s Updated Equity Costs 

MR. REIKER UPDATED HIS EQUITY COST ESTIMATES. 

HAVE ANY COMMENTS ABOUT THE UPDATES? 

Yes, I do. He has not corrected the flaws in the way he implements the DCF and 

CAPM approaches that I identified in my rebuttal testimony. As a result, I have 

restated his updated equity cost estimates with the new information he has 

provided in his updated schedules. I previously discussed the flaws I have 

identified at pages 34-41 and 42-50 of my rebuttal testimony. 

DISCUSS YOUR RESTATEMENTS OF HIS UPDATED DCF EQUITY 

COST ESTIMATES. DID YOU USE HIS DATA TO RESTATE HIS 

DO YOU 

ESTIMATES? 

Yes, I did. In making my updates of his DCF equity costs, I have used the data he 

provides in Schedules JMR-S3, JMR-S4, JMR-S6, JMR-S7 for his water utilities 

sample and the comparable schedules for the gas utilities sample. My restatements 

introduce no new data. 

HOW DO YOUR RESTATEMENTS OF HIS CONSTANT GROWTH DCF 

MODEL DIFFER FROM HIS ESTIMATES? 

My restatements differ in only one way, the choice of growth rates. I use all of his 

sample companies and his estimates of dividend yields. My growth rates differ 
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Q. 

A. 

because I have based the average growth rate on Mr. Reiker's estimates of 

projected and past EPS growth and projected and past intrinsic (sustainable) 

growth. I have explained at pages 42-47 of my rebuttal why both past and 

forecasted estimates of DPS growth should not be considered in a constant growth 

DCF model when investors know earnings have grown faster than dividends in the 

past and EPS is expected to grow faster than DPS in the future. I do not repeat 

that testimony again. Based on the data Mr. Reiker provided, the restated constant 

growth DCF equity cost estimates are 

D1/p_o Growth Equity Cost 

Water utilities sample 3.44% 6.13% 9.6% 

Gas utilities sample 4.63% 5.85% 10.5% 

Mr. Reiker reduces the gas utilities equity cost estimate by 70 basis points 

to find a proxy equity cost for the less leveraged water utilities; thus, his restated 

proxy estimate based on the gas utilities sample is 9.8% for the less leveraged 

water utilities. Mr. Reiker also recognizes Arizona-American is more leveraged 

and adds 50 basis points to all of his equity costs to recognized this added financial 

risk. Once this adder is included, the final restated equity costs made with the 

constant growth DCF model for Arizona-American are 10.1 % and 10.3%. 

ARE THERE ANY SITUATIONS WHEN DPS GROWTH SHOULD BE 

RECOGNIZED WHEN COMPUTING DCF EQUITY COST ESTIMATES? 

Yes. When earnings are expected to grow faster than dividends - as is the case for 

both water and gas utilities at this time - DPS growth should not be considered in 

the constant growth DCF model. If DPS growth is considered when EPS is 

growing faster than DPS, a multi-stage growth DCF model must be used. But if 

such a DCF model is used, the analyst must also base hisher equity cost estimate 

on growth in the second stage that reflects the higher potential intrinsic 
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A. 

Q. 

A. 

Q. 

A. 

Q* 

A. 

(sustainable) growth that investors would expect as retention ratios increase over 

time. 

DID MR. REIKER CONSIDER SUCH A SECOND STAGE IN HIS MULTI- 

STAGE GROWTH DCF MODEL? 

No, he did not. 

HAVE YOU RESTATED HIS UPDATED MULTI-STAGE GROWTH DCF 

EQUITY COST ESTIMATES WITH A MODEL THAT INCLUDES SUCH 

SECOND STAGE GROWTH? 

Yes, I have. Rejoinder Tables 1 and 2 present those restatements for water and gas 

utilities, respectively. Rejoinder Tables 1 and 2 are comparable to my Rebuttal 

Tables 8 and 9, respectively. They differ only in that Rejoinder Tables 1 and 2 are 

based on restatements of Mr. Reiker’s updates instead of estimates he presented in 

his direct testimony. I explain how I constructed those rebuttal tables at pages 47- 

50 of my rebuttal testimony. 

HAVE YOU USED ANY DATA IN YOUR RESTATEMENTS THAT WERE 

NOT REPORTED BY MR. REIKER? 

No, I have not. If a forecasted growth rate was not available, I used the method 

Mr. Reiker used and adopted an average of available forecasts as a proxy for the 

missing forecast. Other than that, I have used only data that Mr. Reiker reports in 

his update to make the restatements in Rejoinder Tables 1 and 2. 

WHAT DID YOU FIND THE RESTATED MULTI-STAGE DCF EQUITY 

COSTS TO BE? 

I found the restated equity costs for less leveraged water utilities to be 10.0% and 

10.1%, after reducing the estimated equity cost for the gas utility proxy by the 70 

basis points that Mr. Reiker now finds to be reasonable. Adding in the 50 basis 

points Mr. Reiker would add to compensate Arizona-American for its above- 
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Q- 

4. 

Q. 

average financial risk, the indicated cost of equity for Arizona-American falls in a 

range of 10.5% to 10.6%. 

HAVE YOU ALSO RESTATED MR. REIKER’S SCHEDULES JMR-S7 

AND JMR-SlS? 

Yes, I have. Those restatements are presented in Rejoinder Tables 3 and 4. I have 

already discussed the DCF equity cost estimates presented in those tables. The 

CAPM restatements differ from Mr. Reiker’s estimates in two ways. First, I used 

forecasts of long-term Treasury rates in the restatements instead of current 

averages of intermediate term Treasury rates. At the time I wrote my rebuttal, the 

best available average forecast of long-term Treasury rates for 2004-2005 was 

5.6%. Forecasts now compiled by Blue Chip indicate an expected average long- 

term rate of 5.7% for the four quarters after the first quarter in 2004 and I adopt 

that value for the restatements. 

The second difference is that I have used the same interest rate to compute 

the current market risk premium as is used to compute the risk-free rate. Mr. 

Reiker does not do that. He uses a different interest rate to estimate the current 

market risk premium than the risk free rate. For consistency, the same interest rate 

should be used for both. With that change, I find that Mr. Reiker’s data indicate 

the current market risk premium is slightly lower than the long-term average at this 

point in time. Mr. Reiker’s approach indicates the current market risk premium is 

higher than the long-term average premium. To be conservative, I have used a 

current market risk premium in my restatements that is lower than the long-term 

average. 

HAVE YOU PREPARED AN UPDATE OF YOUR REBUTTAL TABLE 14 

THAT RECOGNIZES YOUR RESTATEMENTS OF MR. RIGSBY’S 

ESTIMATES AND MR. REIKER’S UPDATES? 
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1. 

Q* 

4. 

Q. 
A. 

Yes, I have. Rejoinder Table 5 replaces my Rebuttal Table 14. In Rejoinder Table 

5, the restatements of Mr. Rigsby’s equity cost estimates are unchanged from those 

I report in Rebuttal Table 14. Only the restatements of Mr. Reiker’s analyses 

change to reflect his updated data. Rejoinder Table 5 shows reasonable 

restatements of Mr. Reiker’s and Mr. Rigsby’s equity cost estimates support a 

finding that Arizona-American’s cost of equity falls in a range of 10.3% to 11.4% 

at this time. 

B. 

DO YOU HAVE ANY GENERAL RESPONSES TO MR. REIKER’S 

SURREBUTTAL TESTIMONY? 

Yes, I do. First, equity costs increase when betas increase and interest rates 

increase. Mr. Reiker reports betas for both samples of utilities have increased. 

Rejoinder Table 6 shows interest rates have increased as well. But even though 

betas have increased and Mr. Reiker’s estimate of intermediate-term Treasury rates 

have increased by 30 basis points since he prepared his direct testimony, his 

recommended ROE has decreased by 70 basis points. This result has occurred 

because his estimate of the current market risk premium has dropped dramatically 

in a few months. Mr. Reiker’s other equity cost estimates have increased or stayed 

the same. 

DO YOU HAVE ANY OTHER GENERAL OBSERVATIONS? 

Yes. At page 4, he argues my Rebuttal Table 1 does not provide useful 

information for the Commission when it does. Rebuttal Table 1 provides 

information that Mr. Reiker does not want the Commission to know about. It is 

information that shows the companies in his water utilities sample have costs of 

equity that are higher than he has been telling the Commission will provide a fair 

ROE for a less leveraged water utility. It also shows that if one looks at either 

General Response to Mr. Reiker 
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Q* 

A. 

Q. 

A. 

ROEs earned by the water utilities in his “comparable risk” sample, ROEs that 

have been authorized, or ROEs being forecasted by Value Line, those utilities must 

have higher costs of equity than he is recommending. 

DO CHANGES IN INTEREST RATES JUSTIFY IGNORING THE DATA 

IN REBUTTAL TABLE l? 

No, they do not. For the year following the first quarter of 2004, analysts expect 

Baa rates to average 7.4%, rates higher than they have been in recent months. In 

my direct testimony, in Table 7, I reported this Commission found that ROEs in 

the range of 10.5% to 12.0% were reasonable when Baa rates fell in a range of 

7.22% to 8.37% (Table 6). In my rebuttal testimony, in Rebuttal Table 7, I showed 

the average margin of equity cost determinations for Arizona utilities reported in 

Table 7 above Baa rates was 3.29%. With a 6.81% current Baa rate and 50 basis 

point premium for added financial risk, the indicated equity cost for Arizona- 

American is 10.6%, 160 basis points above the equity cost Mr. Reiker now 

recommends for Arizona-American. With the forecasted Baa rate, the indicated 

equity cost for the Company is 11.2%, 220 basis points higher than Mr. Reiker is 

recommending. 

IN SUPPORT OF HIS EXCEPTIONALLY LOW RECOMMEND ROE OF 

8.5% FOR LESS LEVERAGED WATER UTILITIES, MR. REIKER 

AGAIN SUGGESTS THAT AUTHORIZED AND REALIZED ROES MUST 

BE TOO HIGH IF MARKET-TO-BOOK RATIOS EXCEED 1.5. DO YOU 

AGREE? 

No. In my direct testimony at pages 29 to 32, I provided a list of 10 reasons why 

market-to-book ratios may be above 1.0 and utilities would not have excessive 

earnings. Mr. Reiker has had two opportunities - in his direct and in his 

surrebuttal - to respond to the specific points I made and has not. My testimony 
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stands unrebutted. In just a few months, interest rates are expected to be back up 

to the levels prevailing in 1997-2002 and are close to those levels today. Without 

his low interest rate argument and market-to-book argument, Mr. Reiker has no 

reasonable basis to claim previously authorized ROEs and previously earned ROEs 

are irrelevant to a determination of a fair rate of return. 

WHY ARE AUTHORIZED ROES USEFUL? 

Regulatory commissions take evidence on the cost of equity. They examine results 

of DCF models, CAPM models, and risk premium models and consider other 

information that experts provide at hearings. Based on all of that information, they 

set authorized ROEs. I explained in my direct testimony, at page 38, that the 

FERC Staff adopted such state regulatory commission determinations of 

authorized ROEs to determine risk premium estimates of the cost of equity. Mr. 

Reiker is wrong when he says such usehl information should be disregarded. In 

effect he is saying the Staff at the FERC is wrong and that regulatory commissions 

in other states are not authorizing (on average) ROEs that balance the interests of 

ratepayers and investors. 

IS THERE ANOTHER REASON THE EVIDENCE IN REBUTTAL TABLE 

1 IS RELEVANT TO A DETERMINATION OF THE APPROPRIATE ROE 

OF ARIZONA-AMERICAN? 

Yes. In the Bluefield decision, the U. S. Supreme Court found that a fair rate of 

return must pass three tests. Those tests are a capital attraction test, a financial 

integrity test and a comparable earnings test. Returns being authorized and earned 

by other water utilities of similar risk are such compi-&le retmis and, as 

discussed above, the returns reported in Rebuttal Table 1 provide evidence about 

that comparable return. While Arizona-American is more risky than the average 

utility in Mr. Reiker's sample, those earned and authorized ROEs provide a useful 
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Q. 

A. 

Q. 

A. 

benchmark. An 8.5% ROE does not pass the U. S. Supreme Court’s three tests of 

a fair rate of return. 

C. Responses to Mr. Reiker’s comments about my DCF equity cost 
estimates 

AT PAGE 5. M R  REIKER ADDRESSES THE ISSUE OF WHETHER IT IS 

APPROPRIATE TO INCLUDE CONNECTICUT WATER SERVICE IN A 

WATER UTILITIES SAMPLE USED TO DETERMINE EQUITY COSTS. 

DO YOU HAVE A RESPONSE? 

Yes. First, I have not removed Connecticut Water Service from Mr. Reiker’s 

sample when I restated his DCF equity cost estimates. Thus, I have not challenged 

his decision to include it, even though I think Connecticut Water Service should 

not be included. Second, Chart S1 is off point. Dividend yield alone does not tell 

us anything. The point is investors and analysts expect Connecticut Water Service 

to have below average future growth but are still willing to pay a relatively high 

price for the stock, which reduces the dividend yield in the DCF model. 

AT PAGE 6, MR. REIKER EXPLAINS THE BASIS FOR HIS 70 BASIS 

POINT DIFFERENTIAL BETWEEN GAS AND WATER UTILITY 

STOCKS. LOOKING AT THE SAMPLES OF UTILITIES YOU RELIED 

UPON TO ESTIMATE EQUITY COSTS, WOULD A DIFFERENTIAL AS 

LARGE AS 70 BASIS POINTS BE APPROPRIATE? 

No. I have reviewed beta estimates as of October 3 1,2003. I found the difference 

between average betas for my two samples has not changed from the values 

reported in Update Table 4, and thus the indicated equity cost differential based on 

difference in beta risk is 46 basis points, not 70 basis points. The 50 basis point 

equity cost differential between water and gas utilities I adopt in my analyses 

continues to be a conservative measure of the difference in required ROES. In 
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Q. 

4. 

Q. 

4. 

restating Mr. Reiker’s ROE estimates, however, I have used his overstated 70 basis 

point differential. 

AT PAGE 7, MR. REIKER RESPONDS TO YOUR CRITICISMS OF SPOT 

YIELDS TO MAKE EQUITY COST ESTIMATES PRESENTED IN 

REGULATORY JURISDICTIONS. DID HE ADDRESS ALL OF YOUR 

REBUTTAL COMMENTS? 

No. Those reasons are listed at page 12 of my rebuttal testimony. I note, however, 

that I have used Mr. Reiker’s spot prices in my restatements of his DCF equity cost 

estimates. 

AT PAGES 8-10, MR. REIKER PROVIDES ADDITIONAL COMMENTS 

ABOUT THE USE OF ANALYSTS’ FORECASTS. DO YOU HAVE ANY 

FURTHER COMMENTS ON THIS ISSUE? 

Yes. At page 10, he continues to speculate that Value Line forecasts are overly 

optimistic. I have three comments. First, the study I discuss at page 15 of my 

rebuttal testimony explains that the “overly optimistic” forecasts of ROES was the 

result of everyone - investors as well as Value Line analysts - expecting inflation 

to be higher than it turned out to be. If investors and analysts make poor forecasts 

of inflation, however, the DCF model will still reflect the cost of money. In such a 

case, investors priced stocks to reflect nominal costs of money that were higher 

than - on hindsight - were required. But that is what occurs in an efficient market: 

The best available information is used to price shares of the stocks. Looking at the 

real returns removes the unavoidable problem with poor forecasts of inflation. 

Second, I have attached as Exhibit TMZ-RJ-1, a letter from Value Line’s 

Chairman & CEO to all subscribers dated June 29,200 1. It specifically addresses 

the conflict of interest issue Mr. Reiker suggests is a reason that ROE analysts 

should examine past data as well as forecasts. Value Line has a business interest in 
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providing the best available forecasts to its subscribers. It has no interest in 

providing forecasts to support the sale of any particular stocks. It is Value Line ’s 

business to look at the past and take the past into account when it forecasts the 

hture. Certainly, at least with respect to Value Line forecasts, giving weight to 

past growth rates will double count the past. 

Third, the financial press now reports that analysts’ forecasts have recently 

been conservative for several reasons. See article attached Exhibit TMZ-RJ-3. 

When forecasts are available, I give no weight to past growth rates precisely 

because it is logical to presume Value Line and other analysts have already 

incorporated such past data in their forecasts. Giving weight to the past will 

double count information already in current forecasts. 

AT PAGE 12, MR. REIKER SAYS IT IS MORE REASONABLE TO 

INTERPRET SLOW DPS GROWTH AS CONVEYING MANAGEMENT’S 

ASSESSMENT OF FUTURE EARNINGS PROSPECTS THAN TO 

RECOGNIZE IT OPENS THE DOOR FOR HIGHER FUTURE EARNINGS 

AND DIVIDEND GROWTH. DO YOU AGREE THAT IS A 

REASONABLE INTERPRETATION OF MOTIVATIONS OF WATER 

UTILITIES’ MANAGEMENTS? 

Q. 

A. No, I do not. I agree that such an interpretation is sometimes attributed to 

managements of competitive companies. Such companies may be concerned that 

they do not have sufficient market power to raise prices in a sluggish economy or 

in periods when costs are increasing. As a result, they may hold back on dividend 

increases or cut dividends as Professor Sharpe explains. Water utilities are, 

however, in a different situation. These utilities are regulated because they & 
have market power and could raise prices and profits if regulators determine their 

costs just@ such increases. Professor Sharpe’s quotation does not apply to 
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Q. 

4. 

Q. 

4. 

regulated water utilities and thus DPS growth should not be considered in the 

determination of growth to use in the constant growth DCF model. 

AT PAGE 13, M R .  REIKER OFFERS HIS OPINION THAT THE 

RELATIVELY HIGH RATE OF GROWTH IN WATER UTILITIES’ 

STOCK PRICES IS THE RESULT OF A DECLINE IN INTEREST RATES, 

NOT AN INCREASE IN EXPECTED GROWTH. DO YOU HAVE A 

RESPONSE? 

Yes, I have two responses. First, relevant interest rates are not as low as Mr. 

Reiker suggests. In fact, the average of quarterly forecasts of Baa rates for the 

year following the first quarter of 2004 of 7.4% falls well within the range of 

interest rates in my Table 6 (direct testimony) of 7.22% to 8.37% for the period 

1996 to 2002. The severe drop in intermediate term Treasury security rates has 

occurred for a number of reasons that are not related to the cost of equity for water 

utilities. Those Treasury rates have increased during 2003 and are expected to be 

even higher in 2004. See Rejoinder Table 6. 

Second, Mr. Reiker ignores the obvious reason prices have increased faster: 

investors expect more rapid growth. My Rebuttal Table 5 shows there has been a 

dramatic increase in analysts’ forecasts of growth in recent years. Such higher 

growth provides the logical explanation for the relatively rapid increase in stock 

prices. 

AT PAGE 15, MR. REIKER OFFERS FOUR REASONS TO REJECT MY 

ESTIMATES OF GROWTH TO BE USED IN THE CONSTANT GROWTH 

DCF MODEL. DO YOU HAVE A RESPONSE? 

Yes. His first comment relates to the data in my Table 7 that I have included in 

Rebuttal Table 7. He says it is incorrect to assume - as I assume - that the 

Commission attempted to set authorized ROES equal to the cost of equity. Such a 
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Q* 

A. 

statement is amazing given that Commissioners in Arizona and other states have 

duties to both stockholders and ratepayers to set authorized ROEs at levels that 

balance the rights of both stockholders and ratepayers. Implicit in Mr. Reiker’s 

argument is the assumption that commissions violate these obligations and set 

ROEs that are greater than the cost of equity. The only ROE that reaches that 

balance is the cost of equity, and there is no basis to assume that commissions and 

their staffs ignore this relationship. 

His second and third criticism are tied to the fact that I have relied upon Baa 

rates to determine risk premiums. I have already explained why it is appropriate to 

rely upon forecasted rates and more appropriate to rely on Baa rates than Treasury 

rates in my rebuttal testimony at pages 19-23. But, given the importance of this 

issue, I address it again below. 

Fourth, he objects to me singling out past and forecasted DPS growth to 

show such data provide results that do not make any sense. Well, that is the whole 

point. Relying on measures of DPS growth produces nonsensical results and thus 

should be given no weight in a constant growth DCF analysis. 

AT PAGE 16, MR. REIKER CRITICIZES YOUR RESTATEMENT OF HIS 

MULTI-STAGE GROWTH DCF MODEL. DO YOU HAVE A RESPONSE? 

Yes, at line 4 of page 16, Mr. Reiker states I injected a “supernormal” growth stage 

between the first and second stages of growth in his model. Though he adopts 

Value Line forecasts of DPS growth in his first stage, he contends that recognizing 

Value Line ’s projections of sustainable (intrinsic) growth to determine investors’ 

expectation of growth in the second stage is inappropriate. 

At page 10 and page 41 of his direct testimony, Mr. Reiker acknowledges 

Professor Myron Gordon is an authority on the DCF model and growth rates to use 

in the DCF model. In February 1999, several months after the speech Mr. Reiker 
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quotes at page 10 of his direct testimony, Professor Gordon was asked by NW 

Natural Gas, an Oregon natural gas utility, and the Oregon PUC to make a 

presentation on methods to determine equity costs. As part of his preparation for 

the conference, Dr. Gordon reviewed my testimony and the methods I had used to 

prepare equity cost estimates. The parties had hoped Dr. Gordon’s presentation 

would subsequently help the parties reach a settlement on an appropriate return on 

equity. (Unfortunately, a settlement could not be reached, and the case went to 

hearing.) 

Exhibit TMZ-RJ-2 is Exhibit 5007 in Oregon PUC Docket 132. It is an 

electronic mail from Dr. Gordon to Susan Ackerman, an employee of NW Natural 

Gas. In it, Dr. Gordon refers to a “Z” factor I had used to determine second stage 

growth that reflected potential future increases in DPS growth when DPS was 

expected to grow more slowly than EPS in the first stage. Dr. Gordon agreed with 

my approach. Contrary to what Mr. Reiker says at page 16 of his surrebuttal 

testimony, Professor Gordon said: 

In short, there is good reason to believe that a higher rate of 
rowth in earnings than in dividends in the near fbture will 

fead to a higher growth rate in dividends subsequently. 

That was the situation in the NW Natural case and that is the situation today 

in this case. Dr. Gordon’s analysis of a similar situation in another case supports 

the insertion of a second stage in which DPS growth reflects EPS growing faster 

than DPS in the first stage and in which growth is thus more rapid than in the first 

stage. Contrary to Mr. Reiker’s criticism of my second stage of growth, it is 

appropriate to include it. And also contrary to Mr. Reiker’s statement, it is 

reasonable to assume “a higher growth rate in dividends subsequently.” It is 

certainly reasonable for investors to expect dividend growth in the “subsequent” 

period (the second period) to reflect sustainable growth estimated with the Value 
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Q. 

A. 

Q. 

A. 

Line data for 2006-2008. My revision of Mr. Reiker’s multi-stage model is totally 

consistent with Dr. Gordon’s comments in Exhibit TMZ-RJ-2. 

AT PAGE 16, LINE 15, MR. REIKER ALSO FINDS FAULT WITH YOUR 

ASSUMPTION THAT INVESTORS EXPECT THE SECOND STAGE TO 

LAST FOR 10 YEARS. DO YOU HAVE A RESPONSE? 

Yes. It is reasonable to assume investors would expect the payout ratio and earned 

equity costs for the utilities that Value Line forecasts will occur during 2006-2008 

will continue for a period of time. I assumed 10 years. My assumption is clearly 

superior to assuming - as Mr. Reiker has assumed -- that investors would totally 

ignore the financial data for the utilities that show those utilities would have 

increased financial strength in 2006 and would be able to increase DPS growth. 

His assumption that after the first period investors would assume DPS for all 

utilities would grow at some non-utility, economy-wide growth rate ignores useful 

forecasts for the utilities and is inefficient and very speculative. 

D. Responses to Mr. Reiker’s comments about interest rate forecasts and 
risk premium equity cost estimates 

SHOULD INTEREST RATE PROJECTIONS BE RELIED UPON TO 

MAKE EQUITY COST ESTIMATES? 

Yes. Mr. Reiker disagrees. At page 16 to 17, he offers his explanation why such 

projections should not be used. To put his explanation and my position in 

perspective, it is useful to recall that the goal is to determine an interest rate that is 

relevant for the period new tariffs will be in place. Mr. Reiker says that the “best 

forecast of tomorrow’s yield is simply today’s yield”. On a day-to-day basis, it is 

hard to argue with that statement. But when it comes to determining the relevant 

interest rate for 2004 and beyond, his statement is inefficient. It does not 

incorporate all available information. The issue is what method provides the best 
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Q. 

A. 

forecast for next year, not October 2003. 

There are basically three approaches that can be taken. One is Mi. Reiker’s 

approach, adopt current interest rates and assume they are the best forecast of next 

year’s rates. The second is to adopt published forecasts of interest rates. The 

third, is to derive forward rates for 2004 from current short term rates and current 

intermediate-term rates. Of the three, the approach Mr. Reiker has taken creates 

the most uncertainty and greatest chance that the cost of equity will be understated. 

Rejoinder Table 6 shows interest rates have increased in 2003 and are forecasted to 

be higher in 2004. Forward rates derived from current market data are consistent 

with those forecasts. I showed in my rebuttal testimony at page 20, that as of 

September 10, the forward rate for 10-year Treasuries and the consensus forecast 

of rates for 10-year Treasuries was 4.6% - both were the same. Based on 

consensus forecasts for 10-year Treasuries reported in November, the expected 10- 

year Treasury rate for 2004 is 4.75%. The forward rate has increased to 4.71%. 

Again, both forecasts are virtually the same. Mr. Reiker’s approach however 

would base rates on a 10-year Treasury rate of 4.1% (September 26 data) or, if 

updated, 4.4% (November 5, 2003 data.). See Rejoinder Table 6. Mr. Reiker’s 

method already understates the relevant cost of 10-year Treasury’s by over 60 basis 

points (4.7% minus 4.1%). The more appropriate forecast is the average for the 

first year following the first quarter of 2004; it has now increased to 4.9%. See 

Rejoinder Table 6. 

RETURN NOW TO M R  REIKER’S CONTENTION THAT “TODAY’S 

RATE IS THE BEST FORECAST OF TOMORROW’S RATE”. DOES 

TODAY’S RATE PROVIDE THE BEST FORECAST FOR EARLY 2004? 

No. I prefer the simplicity of relying on professional forecasts of future rates. 

Alternatively, current market data could be used to make forecasts by computing 
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Q* 

A. 

Q. 

4. 

Q* 

4. 

forward rates. What is very clear is that Mr. Reiker’s approach, at least at this 

point in time, produces a serious negative bias in estimates of the relevant interest 

rates and it should be rejected. 

WHAT WOULD BE THE IMPACT ON MR. REIKER’S CAPM EQUITY 

COST ESTIMATES IF HE HAD RELIED ON FORWARD RATES OR 

FORECASTS OF INTEREST RATES? 

They would be higher. Based on Blue Chip forecasts for 5-year and 10-year 

Treasury rates during the first year after the first quarter of 2004, the Rf in 

Schedules JMR-S7 and JMR-S15 would increase from 3.6% to 4.4% and all of his 

CAPM equity cost estimates would increase by 80 basis points. If forward rates 

were relied upon instead of forecasts, his CAPM equity cost estimates would also 

be higher. 

AT PAGE 17, MR. REIKER SAYS RELIANCE ON FORECASTS OF 

INTEREST RATES IS INCONSISTENT WITH YOUR DCF APPROACH. 

DO YOU HAVE A RESPONSE? 

Yes. In an ideal world, regulators would determine new tariffs one day after the 

equity cost estimates were made. But that is not realistic. The best regulators can 

do is to use data in the record to determine equity costs. 

MR. REIKER COMPLETES HIS ARGUMENT SAYING THE 

COMMISSION SHOULD NOT RELY ON A FORECASTED INTEREST 

RATE BECAUSE SUCH FORECASTS ARE INHERENTLY 

UNRELIABLE. DO YOU AGREE? 

No. None of the three approaches I discussed is a panacea. Interest rates are 

volatile and may increase or decrease. But an approach that determines equity 

costs with forecasts of interest rate for the relevant period in which new tariffs will 

be set - be they forecasts by professionals or forward rates derived from market 
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Q. 

A. 

data - puts the focus on the cost of money during the relevant period. Mr. Reiker’s 

suggested approach - particularly in a period when interest rates are at historic 

lows and are increasing - will unavoidably produce negatively biased estimates of 

the cost of equity for 2004 and in future years. 

DO YOU HAVE ANY COMMENTS ABOUT MR. REIKER’S 

CONTENTION THAT Baa RATES CANNOT BE USED TO DETERMINE 

MEANINGFUL EQUITY COST ESTIMATES? 

Yes. I have comments about the concepts he relies upon to draw that conclusion 

as well as empirical results I presented in my rebuttal testimony that address the 

issue. First, as to the concept, Mr. Reiker misses the simple point that whether 

there is or is not a default premium does not matter if the same default premium 

that existed in the past is expected in the future. He offers Figure S 1, which has an 

illustrative default premium of 3%. Using Mr. Reiker’s 3% default premium and 

my risk premium approach, the average historical average risk premium would be 

3% smaller than what Mr. Reiker suggests is the “ideal” risk premium. But if the 

same default risk premium (again 3%) is expected in the future and is in the bond 

promised yield to maturity, the analyst can make a ‘‘meaninghl equity risk 

premium” analysis. Professor Sharpe’s quotation presented by Mr. Reiker at page 

18-19 does not apply to my risk premium analysis if the average past default 

premium (in the example, 3%) is expected to be the same in the future. This is 

shown in the example below. (It is assumed the Treasury rate has no default 

premium but the Baa rate has, on average, a 3% default premium in the promised 

yield): 

Treasury rate Baa rate 

Historical average equity cost 16% 16% 

Historical average interest rate 10% 13% 
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Q. 

A. 

Computed risk premium 6% 3% 

Future interest rate 5% 8% 

Estimated equity cost 11% 11% 

Second, the analysis I presented at pages 21 to 23 of my rebuttal testimony 

and the empirical results in Rebuttal Table 3 show Baa rates, which presumably 

include such a default premium, provide superior forecasts of equity costs. 

AT PAGE 20, MR. REIKER SAYS THE RESULTS IN YOUR REBUTTAL 

TABLE 3 CANNOT BE RELIED UPON FOR TWO REASONS. DO YOU 

HAVE A RESPONSE? 

Yes. The first reason Mr. Reiker offers is that I used primarily cross-sectional data 

in which different commission may have determined different ROES at the same 

point in time and I did not have observations for all months during the time period. 

My analysis is based on 464 different individual commission decisions that were 

not settlements and that were not listed as being unusual. (Footnotes to the data 

sources provided that information) Consistent with an efficient statistical 

approach, data from various decisions were not “averaged” and thus the data 

reflect the full variance in commission decisions. Additionally, 464 observations 

provide a relatively large sample. Given the size of the sample, I did not make the 

effort to “fill-in” decisions in all years. I note, however, that there are many 

months in which there are no decisions. Mr. Reiker could look up data for those 

“missing” months and attempt to show that inclusion of more data would change 

the results. I am convinced it would not. In other cases, I constructed a similar 

analysis for electric utilities with decisions for all of the years. In that analysis I 

found the results of that risk premium analysis did not change much if more years 

were included in the sample. In any case, the data are primarily cross-sectional 

data - not time series data - and thus the inclusion of more “years” should not be 
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Q. 

A. 

critical to the analysis. 

The second reason he offers is that he finds positive autocorrelation in the 

data. I was surprised he found such a statistical result because the data are 

primarily cross-sectional data (as Mr. Reiker notes at page 20, line 18), and not 

time series data. When autocorrelation is found, it is usually in time series data. 

But, if autocorrelation is in the data, the parameter estimates are not expected to be 

biased and thus, contrary to Mr. Reiker’s statement, there is no problem with the 

“validity” of the regression results. When analysts apply statistical procedures to 

correct for autocorrelation, it is usually done to reduce the standard errors. But, 

even with autocorrelation - assuming for the sake of argument it is really in the 

data - I found the statistical results of my regressions were very significant. Mr. 

Reiker’s finding of autocorrelation is interesting on a theoretical level, but in no 

way casts doubt on the usefulness (or “validity”) of my regression results. 

AT PAGE 21, LINE 13, MR. REIKER CONTENDS THE PROXIES YOU 

HAVE USED FOR EQUITY COSTS ARE NOT VALID BECAUSE 

CAPITAL MARKETS, NOT STATE COMMISSIONS, DETERMINE 

EQUITY COSTS. DO YOU HAVE A COMMENT? 

Yes. I agree with Mr. Reiker that capital markets determine the cost of equity, not 

state commissions. But, the beauty of the commission decisions is those decisions 

are based on an informed review of equity costs presented by experts who have 

relied upon capital markets. As to Mi-. Reiker’s complaint that this Commission 

has no way of knowing how those cases were resolved, I offer two responses. 

First, notes provided in the data sources I used permit elimination of decisions that 

were the result of settlements or other unique circumstances. Second, based on my 

experience, if an authorized ROE was part of a package deal, generally the ROE 

was reduced in exchange for the utility obtaining the inclusion of a controversial 
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Q* 

4. 

Q* 

4. 

Q* 

A. 

expense. Thus, if there is a concern with the data, it is that the reported ROES may 

understate the cost of equity. At page 42 of my direct testimony, I provided a more 

complete explanation why commission decisions provide useful data on the cost of 

equity. 

AT PAGE 21-22, MR. REIKER DISCUSSES THE ZERO-BETA CAPM. 

DID YOU USE RESULTS OF THE ZERO BETA CAPM TO DETERMINE 

THE RISK FREE RETURN IN YOUR CAPM RESTATEMENTS? 

No. I implemented the CAPM using long-term Treasury rates as the measure of 

the riskless asset (Rf). 

DO OTHER PROFESSIONALS USE LONG-TERM TREASURY RATES 

TO IMPLEMENT THE CAPM? 

Yes. Ibbotson Associates report long-term average market risk premiums above 

short-term, intermediate term and long-term Treasury rates (Table 9-1, Ibbotson 

Associates 2003 SBBI Yearbook). But when it comes to implementing CAPM, 

Ibbotson Associates adopt long-term Treasury rates as the measure of the riskless 

rate (For example, see Ibbotson Associates, 2003 SBBI, Valuation Edition page 42 

and Table 7-5). Others, such as Roger Morin in his book Regulatory Finance: 

Utilities’ Costs of Capital, 308-309 (1994.), also adopt long-term Treasury rates to 

implement CAPM. 

AT PAGE 24, MR. REIKER QUESTIONS YOUR STATEMENT THAT 

THE OREGON PUC HAS ABANDONED PRESENTING THE CAPM. 

WHAT ARE THE FACTS? 

The facts are (1) at the time I prepared my testimony, I was told by the manger of 

the section that includes ROE analysts that the CAPM was not going to be 

presented by the OPUC. After reading Mr. Reiker’s testimony, I called the analyst 

that Staff called. The Oregon PUC analyst (2) confirmed that he did not sponsor 
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CAPM testimony in his published testimony in a gas utility case; and (3) he told 

me he did not rely on CAPM when he prepared his equity cost estimates for 

settlement discussions with an Oregon electric utility. Possibly the OPUC staff 

will present CAPM testimony in the future, but Mr. Reiker has no basis to assume 

the implementation of CAPM will be similar to the method he advocates. 

AT PAGE 26, MR. REIKER ADDRESSES USE OF A FAIR VALUE RATE 

BASE. DOES PINNACLE WEST’S RELATIVELY LOW MARKET TO 

BOOK RATIO CONTRADICT YOUR TESTIMONY? 

No. In both my direct and rebuttal testimonies, I have already addressed the fact 

that a market-to-book ratio above any particular level does not provide evidence 

about whether a utility is earning more or less than its cost of equity. There are 

numerous factors that influence the market-to-book ratio and prices investors are 

willing to pay for shares of stock. In my direct testimony, at pages 29-32, I list 

several factors that are expected to impact the pricing of water utilities stocks. As 

far as Pinnacle West is concerned, there are others, including several reported by 

Value Line. As Arizona-American’s case does not involve Pinnacle West, I do 

not comment about those. 

CONCLUDING REMARKS 

DO YOU HAVE ANY CONCLUDING REMARKS? 

Yes. I updated my equity cost estimates when I prepared rebuttal testimony. 

Based on my update and a 50 basis point premium to compensate Arizona- 

American for added financial risk, I estimate the Company’s cost of equity falls in 

a range of 10.5% to 11.7%. I have also restated Mr. Reiker’s updated equity cost 

estimates and Mr. Rigsby’s equity cost estimates with data they have provided in 

their presentations. Based on those restatements, Arizona-American’s cost of 

equity falls in a range of 10.3% to 11.4%. 
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Q* 
A. 

Interest rates have increased and continue to increase since Mr. Reiker and 

Mr. Rigsby prepared their direct testimonies, but neither witness has proposed an 

increase in his recommended ROE for the less leveraged water utilities. Rejoinder 

Table 6 shows Mr. Reiker’s average of intermediate-term Treasury rates has 

increased by 50 basis points since the time he prepared direct testimony. The 

forecast of intermediate-term Treasury rates for the first year new rates will be in 

effect is 1 10 basis points above the 3.3% rate Mr. Reiker relied upon to prepare his 

direct testimony. His updated equity cost estimates only recognized a 30 basis 

point increase. 

Rejoinder Table 7 compares equity cost estimates from Mr. Reiker’s direct 

and surrebuttal testimonies. That comparison shows Mr. Reiker’s DCF equity cost 

estimates have either increased or stayed the same for the water and gas utilities. 

His CAPM analysis based on an historical risk premium has also increased and 

would increase by an additional 20 basis points if Treasury rates in November 

were recognized. Only the CAPM equity cost based on the method he employees 

to make a current market risk premium estimate has decreased. 

My restatements of Mr. Reiker’s and Mr. Rigsby’s most recent equity cost 

estimates together with Mr. Reiker’s DCF and CAPM approaches based on 

historical data do not support an ROE for Arizona-American below 10.3% and 

certainly do not support a lower ROE than Mr. Reiker originally proposed. 

DOES THIS COMPLETE YOUR PREFILED REJOINDER TESTIMONY? 

Yes. 

1481454.3 
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Arizona-American Water Company 

Rejoinder Table 5 

Summary of Restatements of Estimated Costs of Equity 
As Updated by Mr. Reiker and for Mr. Rigsby for Less-Leveraged 

Water Utilities Samples and Arizona-American 

Discounted Cash Flow Estimates 

Mr. Reiker (gas and water) 9.8% to 10.1% 10.3% to 10.6% 

Mr. Rigsby 10.1% to 10.9% 10.6% to 11.4% 

Estimates based on the CAPM 

Mr. Reiker (gas and water) 9.9% to 10.1% 10.4% to 10.6% 

Mr. Rigsby 9.8% to 9.8% 10.3% to 10.3% 

Estimated Equity Cost Range for Arizona-American Water 10.3% to 11.4% 

1 1/5/2003 



Arizona-American Water Company 

Rejoinder Table 6 

Current and Forecasted Treasury Rates 

Intermediate-Term Treasurv Rates 
Time Period 5-year 

Mr. Reiker Direct 
(May 7,2003 2.7% 

Mr. Reiker Surrebuttal 
(September 25, 2003 3.0% 

Zepp Rejoinder 
(November 5,2003) 3.3% 

Increase since May 0.6% 

Blue Chip consensus forecasts: 

June 2003-& 3.7% 

November 2003”’ 3.9% 

Increase since June 0.2% 

Notes: 
a/ Average for the year 2004. 

7-Year 

3.4% 

3.6% 

3.0% 

0.5% 

na 

na 

na 

IO-Year 

3.0% 

4.1 % 

4.4% 

0.6% 

4.6% 

4.9% 

0.3% 

b/ Average for the four quarters following first quarter 2004. 

1 1 I712003 

Average 

3.3% 

3.6% 

3.0% 

0.5% 

4.2% 

4.4% 

0.3% 

Long-term 
Treasury 

Rates 

4.0% 

5.0% 

5.3% 

0.5% 

5.3% 

5.7% 

0.4% 



Arizona-American Water Company 

Rejoinder Table 7 

Comparisons of Mr. Reiker‘s Equity Cost Estimates 

Water Utilities Gas Utilities-”’ 

DCF Estimates: 
Constant Growth DCF Estimate 
Multi-Stage DCF Estimate 
Average 

CAPM Estimates: 
Historical Market Risk Premium 
Current Market Risk Premium 
Average 

Direct Update Direct Update 
8.5% 8.4% 8.5% 8.4% 
9.6% 9.6% 9.7% 9.7% 
9.0% 9.0% 9.1 % 9.1 % 

7.7% 8.0% 7.4% 8.1% 
11.1% 8.1% 1 I .3% 8.2% 
9.4% 8.1% 9.4% 8.1 % 

Note: 
n l  Adjusted for differences of 100 basis points (direct) and 70 basis points (rebuttal) 

adopted by Mr. Reiekr to determine proxy estimates of water utility equity costs. 

1 1/7/03 
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EXHIBIT TMZ-RJ- 1 
PAGE 1 OF 1 

LUE LINE 
Investment Survey. 

PAGES 4179-4190 
File in page order in the 

Selection & Opinion 
binder. 

P A R T  2 Selection G) Opinion J U N E  29, 2001  

A Letter from 
Our Chairman 

In This Issue 
A M e r  from Our Chairman 4179 
Stock Hiehlieht 4180 
Dow Jones Industrials: 
Earnings and Dividends 4181 
Dow Jones Industrials Forecast: 
AnUodate 4181 
The Value Line View 4182 
Stocks for Long-Term Gains 4182 
Investors' Datebook: July, 2001 4183 
Model Portfolios: Recent Developments 4184 
Timely Stocks with Healthy 
Price Appreciation Potential 4186 
Selected Yields 4187 
Federal Reserve Data 4187 
Tmkine the Economv 4188 
Major Insider Transactions 4188 
Market Monitor 4189 
Industry Price Performance 4189 
Changes in Financial Strength Ratings 4189 
Stock Market Averages 4190 
The Selection & Opinion Index appears on 
page 4218 (June 8,2001). 

In  Three Parts: Pati I is the Surnmaty & Index 
This is Part 2, S M o n  & Opinion Part 3 is 
Ratings & Reports yolume LVI, Number 43. 

To All Subscribers of 
The Value Line Investment Survey 

There has been news recently about po- 
tential conflicts of interest between secu- 
rity analysts and the customers of the 
firms they work for. Many of the possi- 
ble conflicts involve investment banking, 
in which firms often make large profits 
from selling new issues of stocks or 
bonds, and in which a security analyst 
may be asked to provide a more favor- 
able opinion about a stock or bond than 
heishe otherwise would have. 

We want all of our subscribers to know 
that Value Line is not an investment 
bank. Our analysts' compensation is not 
based on commissions or fees paid to 
Value Line because of their recommen- 
dations. Our goal is to provide you with 
the most accurate information and inde- 
pendent advice anywhere. 

We are occasionally asked if our ana- 
lysts can own stock in the companies 
they recommend. The answer is yes. 
Our analysts, like those at most invest- 
ment advisory organizations, can own 
stock. But here there are many limita- 
tions that apply to analysts and all other 

employees, as well. They must inform 
Value Line in advance and request au- 
thorization before making any trades in 
their own accounts, those of their imme- 
diate families, or accounts in which they 
have a beneficial interest. They are pro- 
hibited from trading in stocks that are 
being bought or sold by our own mutu- 
al funds or other Value Line-managed 
accounts. They are also prohibited from 
trading in stocks in which B Timeliness 
Rank is about to change. No employee 
may act on any Value Line information 
until after subscribers have been given 
that information. 

We are proud of our record of indepen- 
dence, and I want to assure you that we 
will continue to provide the most objec- 
tive and unbiased investment advice 
available. 

Jean B. Buttner 
A Chairman & CEO 

GES As OF PRESS TIME 

6/14/2001 6/21/2001 1 wee& 12 months 
%Chan e %Change 

~ 

Dow Jones Industrial Average 
Standard & Poor's 500 
N.Y. Stock Exchange Composite 
NASDAQ OTC Composite 
American Stock Exchange Index 
Value Line (Geometric) 
Value Line (Arithmetic) 
London (FT-SE 100) 
Tokyo (Nikkei) 
Russell 2000 

10690.1 3 

623.96 
2044.07 

921.88 
392.95 

1224.44 
5752.5 

12846.66 
495.38 

121 9.87 

~ 

10715.43 
1237.04 

2058.76 
906.97 
390.46 

1220.60 
5641.4 

12962.43 
497.82 

63 1 .oa 

~ ~~~ 

+0.2% +2.1% 
+1.4% -1 6.4% 
+ 1 . 1 %  -2.8% 
+0.7% -49.3% 
-1.6% -3.3% 
-0.6% -6.0% 
-0.3% +13.4% 
-1.9% -1 2.9% 

+0.9% -24.7% 
+0.5% -5.6% 
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Ackerman, Susan 

'om: 
ent: 

To: 
Subject: 

Mike Gordon [gordon @mgmt.utoronto.ca] 
Monday, July 26,1999 12:06 PM 
Ackerman, Susan 
"z" factor comments 

To Whom It May Concern, 

This is in response to a request by NW Natural that I comment on 
the use of a "2" factor in the testimony of Or. Zepp and the comments 
on the subject by Mr. Thornton. 

In his March 1999 direct testimony, Dr. Zepp arrived at an 
estimated average long run growth rate in the dividend to start four years 
in the future as the sum of the retention growth rate and a "z' factor 
intended to capture the long run growth in the dividend due to the higher 
rate of growth in earnings than in the dividend. 

Mr. Thomton rejected the Z factor on the grounds that he had 
never "seen or heard of it before" and no such factor is derive4 by me in 
my book. 

My book, -The Cost of Capital to a Public Utility-, stated that 
"Under our model of secunty valuation, dividend, earnings and price per 
.hare, all are expected to grow at the same rate."(p.88) I then go on to 
ilggest various reasons why investors might and might not use the rate of 

growth in earnings as the forecast growth rate. Specifically, on page 90, 
I discuss the case of 

a firm that experiences a rise in its rate of return on assets and 
investment. For a variety of reasons, some related to this 
event , the firm may raise its investment rate and secure 
additional funds from retention. Specifically, the firm decides 
not to raise its dividend for a number of periods, The firm's 
rate of retum and retention rate have gone up, and its expected 
future growth is higher, but the rate of growth in 
the dividend is zero over this period. 

This is an extreme version of what may be taking place at NW Natural and 
other gas LDCs. 

In short, there is good reason to believe that a higher rate of 
growth in earnings than in dividends in the near future will lead to a 
higher growth rate in the dividend subsequently. 

The above principle can be implemented in a variety of ways and I . 
am in no position to comment on whether Or. Zepp used the best possible 
method and whether or not the numbers he used are correct. However, I do 
not believe that what Or. Zepp did is wrong in principle. 

----- ------- ----- 
I_- 

- ---------- 
MYRON J. GORDON , Professor of Finance 

Faculty of Management, University of Toronto 
105 St. George Street, Toronto, Ontario M5S 3E6, Canada 
Tel: (41 6)978-3427 
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Water Company, Inc. 
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INTRODUCTION 

PLEASE STATE YOUR NAME AND ADDRESS? 

Ronald L. Kozoman. 1605 W. Mulberry Drive, Phoenix, AZ 85015. 

HAVE YOU PREVIOUSLY SUBMITTED DIRECT AND REBUTTAL 

TESTIMONY IN THE INSTANT CASE? 

Yes, I have. 

WHAT IS THE PURPOSE OF THIS TESTIMONY? 

I will provide rejoinder testimony in response to the surrebuttal filings by Staff and 

RUCO, and the Town of Youngtown.’ More specifically, my rejoinder testimony 

relates to rate design and the proposed new rates needed for Arizona-American to 

recover its revenue requirement. 

HAVE YOU PREPARED ANY REJOINDER SCHEDULES? 

Yes. I have prepared Rejoinder Schedules labeled as H and G. Additionally I 

have prepared Rejoinder Schedules 1, and 2. 

SUMMARY OF THE COMPANY’S REJOINDER REVENUES 

WHAT IS THE COMPANY’S PROPOSED REVENUE REQUIREMENT 

AND RATE INCREASE IN THE INSTANT CASE? 

The currently requested revenue requirement and revenue increase for each water 

and wastewater district in the instant case are as follows: 

Rejoin er 
Revenue Revenue Percent 

Requirement Increase Increase 

cOmpanbr’ 

Agua Fria $ 6,245,839 $ 62,372 1.01% 

Anthem Water $ 3,993,599 $ (12,809) 28.12% 

’ Where appropriate I will use the same abbreviations and conventions that were utilized 
n my direct testimony. 
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Q. 
4. 

P. 

4. 

[II. 

Q* 

4. 

AnthedAgua 
Fria Wastewater 

Havasu Water 

Mohave Water 

Sun City Water 

Sun City Wastewater 

Sun City West Water 

Sun City West Wastewater 

Tubac Water 

$ 2,174,607 

$ 564,857 

$ 4,536,477 

$10,633,139 

$ 5,348,741 

$ 4,522,479 

$ 5,096,784 

!$ 435,744 

$ 311,419 

$ 123,933 

$ 142,344 

$4,45 3,775 

$ 260,879 

$1,156,93 1 

$1,565,307 

$ 181,931 

16.71% 

28.11% 

3.24% 

72.07% 

5.13% 

34.38% 

44.32% 

71.68% 

HOW ARE THE REQUESTED INCREASES ALLOCATED? 

The Company continues to maintain that rate increases should be allocated 

proportionately to all customers according to the same cost-of-service based 

allocation methodology employed by the Commission when the current rates were 

established. 

DOES THE COMPANY STILL PROPOSE A TWO-YEAR PHASE-IN FOR 

THOSE DISTRICTS FOR WHICH THE RATE INCREASE IS GREATER 

THAN 40 PERCENT? 

Yes, but only where the rate increase is greater than 40 percent. These districts are 

Sun City Water, Sun City West Wastewater, and Tubac. 

PROPOSED RATES AND RATE DESIGN 

WHAT REVENUES ARE BEING PROPOSED BY EACH OF THE 

PARTIES? 

Rejoinder Schedule 1, attached to this testimony, contains the comparable revenue 

proposals for the Company, Staff and RUCO. On the first page is a summary of 

the proposed rate increases or decreases. Each of these party's proposed rates are 
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Q. 

4. 

[V. 

Q* 

4. 

Q* 

shown beginning on the second page of the schedule. The rates listed on pages 2 

through 11 for the Staff are the rates that Staff testified to in it direct filing. 

Although Staff revenue requirement changed in its surrebuttal testimony, new rates 

were not proposed. 

HAVE YOU INCLUDED THE COMPANY’S PROPOSED REJOINDER 

RATES TO BE CHARGED CUSTOMERS IN THE INSTANT CASE ON 

SEPARATE REJOINDER SCHEDULES FOR EACH DIVISION? 

Yes, the Company’s proposed rejoinder revenues by meter sizes, a bill comparison 

of present and presently proposed rates based on average usage are labeled, and the 

monthly minimum rates and commodity rates are contained on Rejoinder 

Schedules H- 1, H-2, and H-3 respectively for each district. 

REJOINDER TO RUCO 
DOES THE COMPANY AGREE WITH THE RATES PROPOSED BY 

RUCO? 

No. The Company does not agree with RUCO’s revenue requirement, and 

therefore does not agree with RUCO’s proposed rates. However, in its surrebuttal 

testimony, RUCO now proposes rate increases and decreases allocated essentially 

evenly across the meter sizes and customer classes, for all districts. The monthly 

meter charge and commodity rate are increased or decreased based on the change 

in the revenue requirement. This is the same method used by the Company to 

allocate its proposed rate increases. The Company does agree with that 

methodology. However, Staff does not. 

RUCO continues to propose to reduce any gallons included in the monthly 

minimum to zero for the Havasu and Mohave Water Divisions. 

DO RUCO’S PROPOSED RATES FOR THE HAVASU AND MOHAVE 

WATER DISTRICTS MATCH THE REVENUE REQUIREMENT FOR 
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4. 

V. 

Q. 

4. 

THESE DISTRICTS? 

No. A review of RUCO Surrebuttal Schedule TJC-16 (Proof of Revenues for the 

Havasu and Mohave districts) discloses the problem. The RUCO witness is 

multiplying RUCO’s proposed monthly minimums by the number of annualized 

bills for the Residential Multi-Family and Commercial Multi-Unit classes. 

However, the computation should include a multiplication of the number of units 

billed for each Residential Multi-Family and Commercial Multi-Unit customer. 

Thus, if 10 units are served by one meter, you need to multiply the number of bills 

for this meter by 10 times, and then multiply the result by the monthly minimum. 

Therefore, RUCO’s proposed rates produce more revenue than listed on 

Surrebuttal Schedule TJC- 16. 

REJOINDER TO STAFF 

WOULD YOU PLEASE ADDRESS THE ACC STAFF’S PROPOSED RATE 

DESIGN? 

The Staffs proposed rates are premised on a rate design that has numerous risks 

associated with it and cannot be supported by the cost of service studies submitted 

with my rebuttal testimony. I discussed these risks at length in my rebuttal 

testimony and Staff has largely ignored them. 

The basic problem with what Staff is proposing is that it is based entirely on 

speculation, as opposed to being cost justified. Staff continues to recommend the 

same three-tier inverted block rate structure for all Company water districts, with 

breakpoints at 4,000 gallons per month and at 100,000 gallons per month. There is 

no evidence that this generic rate design will promote efficient water use. Instead, 

all customers using less than 100,000 gallons per month are unaffected by Staffs 

upper tier, while receiving water at a discount in the lowest tier. The subsidy 

created by the lowest tier rate - the “lifeline rate” - must be recovered by charging 
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4. 

a premium to the small number of customers (i.e., commercial customers on larger 

size meters). This is an illogical rate design, which sends the wrong price signal to 

the vast majority of customers. 

Mr. Rogers, in his surrebuttal testimony, fails to provide any evidence to 

support this radical change in rate design. Instead, he simply argues that “high 

volume” users should be charged more. (Rogers Surrebuttal at 6.) This is 

unsupported and is not consistent with basic cost of service principles. Is a 

hospital, a school or a business that uses 200,000 gallons of water a month a 

greater “cost causer,” to use Mr. Rogers’ terminology, than 10 customers on 5 /8  

inch meters using 20,000 gallons per month? Or that the hospital’s water use is 

less efficient than a residential customer using 40,000 gallons per month? The 

simple fact is that Staffs rate design is intended to shift the recovery of revenues 

to larger size meters, in violation of cost of service principles, and not to achieve 

conservation or any other societal goals. 

PLEASE DISCUSS ACC STAFF’S SURREBUTTAL TESTIMONY 

CONCERNING THE COST OF SERVICE STUDIES YOU SUBMITTED 

ALONG WITH YOUR REBUTTAL TESTIMONY. 

Staff witness Marlin Scott states on page 7 that the cost allocations I used appear 

to be reasonable. He also testifies that the Company’s cost of service studies could 

be considered and used as a guide for rate design in this proceeding, but only as 

one element that could be considered in addressing rate design issues. He does 

indicate that he was not able to do a full review of the cost of service studies, and 

therefore he does not have a complete understanding of how the cost of service 

studies were “set up” and how they “worked.” Scott Surrebuttal at 7. 

Additionally, he only reviewed Schedules G-1 through G-7, and did not review 

G-8 and G-9. 
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A. 

Staff witness Dennis Rogers testifies that he performed a “cursory review’’ 

of the cost of service studies. (Rogers Surrebuttal at 2.) He testifies that the 

Schedules G-1 through G-7 are normally part of a cost of service study. However, 

he considers Schedules G-8 and G-9 to be supplemental information that is not an 

integral part of a cost of service study. I will first address the issue relating to 

Schedule G-8 and G-9 being supplemental information and Mr. Rogers’ statement 

that are not an integral part of the cost of service study. I will then address specific 

issues raised by Mr. Rogers with the cost of service study. Finally I will provide 

rejoinder to Mr. Rogers’ other surrebuttal testimony. 

WHY IS SCHEDULE E 8  IMPORTANT TO YOUR COST OF SERVICE 

STUDIES? 

Schedule G-8 computes the revenue requirement for each function of the cost of 

service study, which are customer, meter, service, demand and commodity. The 

revenue requirement for each function includes the return on the assets assigned to 

the function’s rate base, income taxes and expenses associated with the each 

function. Without Schedule G-8, the reader of the cost of service study has no 

guidance concerning the total revenue requirement to assign to each function. In 

addition to the computations on revenue requirement by function on Schedule G-8, 

there are computations that break down the revenue requirement into costs per 

meter size andor gallons. 

If only schedules G-1 through G-7 were included, there would no guidance 

concerning the monthly minimum charges, and what should be charged as the 

commodity rates. Schedules G-1 and G-2 contain the rate of return by customer 

class, in this case, by meter size at present and proposed rates, respectively. 

Without Schedule G-8, in order to test the reasonableness of the proposed rates, 

you would have to keep changing the monthly minimums and the commodity rates 
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A. 

Q* 

A. 

and input them into Schedule G-2 to determine if the rates of return are reasonable 

at proposed rates. 

WHY DID YOU INCLUDE SCHEDULE G-9 IN YOUR COST OF 

SERVICE STUDIES? 

Schedule G-9 does contain supplemental information. The purpose of this 

schedule was to determine whether the rates proposed by Staff recovered the costs, 

the rate of return and income taxes at various usage levels. Given the magnitude 

of Staffs proposed changes to the rate design for each district, this information is 

certainly relevant and important to consider. 

WHAT DO YOUR G-9 SCHEDULES SHOW REGARDING STAFF'S NEW 

RATE DESIGN? 

The G-9 Schedules clearly show that the Staffs monthly minimum and commodity 

rates for the first 4,000 gallons of usage do not recover the expenses related to 

providing the first 4,000 gallons of water. Additionally, these schedules show that 

based on average usage by residential customers, Staffs proposed rates do not 

recover the costs, the rate of return, and income taxes. For the Company to 

actually recover its costs, the rate of return and income taxes, residential customers 

would have to use substantially higher quantities of water. 

As an example, for the Havasu water district, residential customers would 

have to use twice the test year average usage before the Company actually 

recovered its costs, the rate of return, and income taxes. For the Agua Fria and 

Sun City water districts, residential customers would have to use 171% and 183% 

of the test year average usage, respectively, for the Company to recover its costs, 

the rate of return, and income taxes. Considering that the Company's residential 

customers represent 88% of the customer base at Sun City, and over 90% of the 

customer base at the other water districts, it is obvious that Staffs proposed rate 
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Q* 

A. 

Q* 

A. 

Q. 

A. 

design deviates dramatically from cost-based rates. Put simply, Staffs proposed 

rate design would create a substantial subsidy, which would be provided to all 

residential customers that use the average monthly usage or less. Pricing water 

substantially below cost does not encourage conservation. 

MR. ROGERS CLAIMS THAT YOUR RATE DESIGN FAILS TO 

ALLOCATE COSTS TO CUSTOMERS BASED ON THEIR 

“CAUSATION.” 

Mr. Rogers makes that claim on page 3 of his surrebuttal testimony. However, it 

makes no sense, given that Staff has not prepared a cost of service study to support 

its new rate design and, therefore, Mr. Rogers does not know how costs should be 

allocated or how revenue should be recovered. He simply assumes, with no 

supporting evidence, that large water users should pay higher rates. 

WOULD YOU PLEASE ADDRESS MR. ROGERS’ TESTIMONY THAT 

INCLUDING DEMAND CHARGES IN THE MONTHLY MINIMUMS TO 

BE CHARGED CUSTOMERS IS NOT CORRECT? 

The method I used to compute the cost of service study is commonly known as the 

commodity-demand method. Mr. Rogers would apparently prefer a cost of service 

study that assigns all costs (other than customer, meter and service line) to the 

commodity rate. I re-computed the cost of service study for each of the water 

districts, and assigned all the demand costs to the commodity cost. These cost of 

service studies are based on Staff revenues, expenses, plant and rate of return from 

Staffs direct filing. 

WHY DID YOU USE THE INFORMATION FROM STAFF’S DIRECT 

FILING TO RE-COMPUTE THE COST OF SERVICE STUDIES, AND 

NOT THE INFORMATION FROM STAFF’S SURREBUTTAL FILING? 

I used Staffs direct filing amounts because, as I stated, Staff did not propose rates 
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Q. 

A. 

in their surrebuttal filing. Given the illogical nature of Staffs rate design, I would 

have had to speculate about what Staff would propose for rates to recover its 

surrebuttal revenue requirement. Additionally, by using Staffs direct filing, I can 

better illustrate why Staffs surrebuttal testimony, and Staff proposed rate design 

from Staffs direct filing, should be disregarded by the Commission. 

PLEASE CONTINUE WITH YOUR TESTIMONY ON THE REVISIONS 

TO THE COST OF SERVICE STUDIES. 

I did not change the allocations on Schedule G-7, page 2. These allocations have 

been used by Staff in past cases, and Mr. Scott agrees that they are reasonable. 

What I changed was how I allocated the hnction cost on the Rejoinder Schedule 

G-8. On Rejoinder Schedule G-8, I combined the commodity and demand costs 

and divided by the gallons sold during the test year. The Rejoinder Schedule G-9 

still shows that Staffs proposed monthly minimum and Staffs proposed 

commodity rate for the first 4,000 gallons of use are cost based. I am not 

including all the pages from the rejoinder cost of service studies, only Schedule G- 

8 and G-9, although these pages are available. 

WOULD THE RATES OF RETURN AT PROPOSED RATES CHANGE 

SIGNIFICANTLY IF YOU CHANGED ALLOCATION FACTORS ON 

REBUTTAL SCHEDULE G-7, PAGE 2? 

There is a change in the rates of return at proposed rates, but it is not significant. 

The rates of return for the 5/8 inch customer class decrease at proposed rates. I 

only tested this change in the allocation factors for Sun City and Agua Fria water 

districts. I changed the expense and plant allocation for wells, pumps, distribution 

mains, transportation and communication equipment to 100% commodity, and 0% 

demand, as Mr. Rogers suggests. The end result is there are no allocations to the 

demand hnction. 
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A. 

PLEASE EXPLAIN THE RESULTS OF THE COST OF SERVICE STUDY 

IN WHICH YOU ALLOCATED ALL DEMAND CHARGES TO THE 

COMMODITY FUNCTION, BASED ON MR. ROGERS’ SUGGESTION. 

Rejoinder Schedule 2 summarizes the results of the rebuttal cost of service studies 

compared to the rejoinder cost of service studies prepared to meet Mi. Rogers’ 

suggested approach. As shown on Rejoinder Schedule 2, the only water districts 

where Staffs proposed monthly minimum are cost justified are the Anthem water 

and Tubac water districts. I should add that when I use cost, I’m referring to 

recovery of expenses, the rate of return, and income taxes. Staffs proposed 

monthly minimums for the average residential customer for all the other water 

districts are below cost. Worse yet, Staff proposed rates for the first 4,000 gallons 

are now cost justified only at the Tubac water district, which is the smallest of the 

districts. At all the other water districts, Staff proposed rates for the first 4,000 

gallons are below cost. 

Now, you have the worst of all worlds: the monthly minimum priced below 

cost the first 4,000 gallons priced below cost. The major problem with 

including all demand charges in the commodity rate is that you are including a 

large amount of fixed expenses (mostly depreciation) which must be recovered by 

means of the quantity of water sold, which increases the volatility of revenues. If 

the Company experiences a continuing drought, the Company could overearn due 

to increased water sales. If the weather is cooler or wetter than normal, the 

Company could severely underearn. The test year ended December 3 1,200 1 was 

a drought year. 

The cost of service studies I prepared along with my rebuttal testimony 

resulted in the Staffs proposed rates for the first 4,000 gallons being above cost, 

with the monthly minimums priced below cost. With the demand charge allocated 
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to the commodity function, as proposed by Mr. Rogers, you end up with both the 

monthly minimums (for the typical residential customer) and the commodity rates 

based underpriced when compared to Staff proposed rates. 

An unintended consequence of assigning all the demand cost to the 

commodity function is that Staffs proposed rates for larger meters are now priced 

substantially above cost. This results in a price discrimination. If Staff really 

wants to allocate all the demand costs to the commodity rate, Staff is underpricing 

the monthly minimum to residential customers on 518 inch meters and overpricing 

residential and commercial customers on larger meters. (Please see rejoinder 

schedule G-8, page 3). 

Staffs monthly minimums are based on meter flows. Staffs proposed 

monthly minimum for a 6 inch meter is 50 times the monthly minimum for a 5/8 

inch meter. The flow capacity for a 6 inch meter is 1,000 gallons per minute, while 

the flow capacity for a 5/8 inch meter is 20, hence the 50 to 1 ratio in Staffs 

proposed rates (1,000 / 20). The allocation of meter and service costs is computed 

by dividing by equivalent meters. However, the allocation of the customer 

function is based on is based on number of bills, not equivalent meters. Without 

the demand costs being included in the monthly minimum, the use of meter flows 

for determining monthly minimums is no longer valid. 

WOULD YOU ADDRESS MR. ROGERS' TESTIMONY THAT YOU 

MADE AN ERRONEOUS ASSUMPTION THAT ALL COSTS INCLUDED 

IN THE COMMODITY RATES ARE INCURRED AT AVERAGE COST? 

Yes, I did make that assumption in the cost of service studies I prepared. This is 

the way a cost of service study is normally performed. Cost allocations and rates 

are based on average or embedded costs. This is the way Staff performs cost of 

service studies, based on my experience. 
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A. 

Q. 

4. 

Q* 

A. 

PLEASE COMMENT ON MR. ROGERS’ TESTIMONY ON PAGE 7 THAT 

YOU DID NOT PROVIDE PROOF THAT PRODUCING 20,000 GALLONS 

OF WATER HAS THE SAME COST AS PRODUCING 1,000 GALLONS. 

I am not sure I understand Mr. Rogers’ point. The cost to pump water (or to 

purchase water from a supplier) is uniform. In fact, if the cost to pump water is 

examined, the electric supplier charges a monthly minimum to the water utility. 

As more gallons are produced from the well, the lower the cost per gallon because 

the monthly minimum is spread out over a greater quantity, i.e., the marginal cost 

is lower. 

IS THIS WHAT MR. ROGERS MEANS BY “INCREMENTAL COST” ON 

PAGE 7 OF HIS SURREBUTTAL TESTIMONY? 

Yes, I believe so. He is referring to the cost of providing the next increment, or 

marginal unit, of service to the customer. Viewing water service from this 

perspective, as more marginal units are sold (e.g., 1,000 gallons of water), the cost 

of service declines because fixed costs, such as the monthly minimum charged by 

the electric utility provider, have clearly been recovered. This would lead to lower 

rates for larger water users, and higher rates for small water users - in other words, 

a declining block rate structure. This is the opposite of what Staff proposes, 

however. 

DID YOU PERFORM AN INCREMENTAL OR MARGINAL COST 

STUDY? 

No. The cost of service studies I prepared to evaluate Staffs rate design proposal 

apply generally accepted cost of service principles. Incremental or marginal cost 

pricing in the water utility area is controversial, and to my knowledge, has never 

been endorsed by the Commission for a water utility. Perhaps it could be used if a 

water utility needed to develop a new source of supply that is substantially more 
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A. 

expensive than the utility’s existing water sources. However, such a study would 

be of little relevance to designing cost-based rates in this case. 

The point that Mr. Rogers ignores is that Staff is the party proposing a 

radical change in rate design, and has not submitted any kind of study, whether a 

traditional cost of service study like I performed or a more exotic incremental cost 

study, to show that Staffs proposed rates are cost justified. Additionally, Mr. 

Rogers has not addressed that issue that Staffs proposed rate design may not 

actually generate the income that Staff proposes, nor has Staff made any type of 

adjustment for conservation, if the Staffs goal really is conservation. Because 

Staff is proposing to dramatically change the Company’s rate design, Staff has the 

burden of supporting its design. It has failed to do so. 

WOULD YOU COMMENT ON MR. ROGERS’ TESTIMONY THAT 

YOUR SCHEDULE G-9 ASSUMES FULL RECOVERY OF ALL COSTS 

AT EVERY USAGE LEVEL? 

Mr. Rogers is correct that Schedule G-9, page 2 assumes full recovery of all costs 

(including profit and income taxes) at every usage level. However, the important 

point is that there is full recovery at average usage, due to the combination of 

the Staffs proposed monthly minimums and proposed first tier rate being priced 

below the cost to provide the service. Mr. Rogers fails to mention that under his 

proposed rates, average usage by residential customers does not even recover 

expenses, let alone allow recovery of a profit. (Please see Rebuttal Schedule G-9, 

page 1.) This same problem occurs when all demand costs are included in the 

commodity rates, shown on Rejoinder Schedule G-9, page 1.  You can’t combine a 

subsidized monthly minimum charge with a subsidized commodity rate. Rejoinder 

Schedule G-9 shows that a Havasu water district residential customer must use 

approximately 206.000 gallons to recover all costs, including profit, when the 
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A. 

Q. 

A. 

Q* 

average monthly usage is only 7,650 gallons. Mr. Rogers avoids this issue with his 

comments about “average cost,” “incremental cost,” and so on, but does not 

acknowledge that Staffs rate design produces below-cost rate for most 5/8 inch 

customers, creating a subsidy that must be recovered from other customers, 

regardless of the cost of service. 

If Staffs goal is to encourage water conservation while promoting 

economic efficiency, a better approach would be to design rates that are directed at 

higher water users in each customer class, which is consistent with the approach 

used by other municipal providers, including the City of Scottsdale and the 

Company’s Paradise Valley water district. 

CAN YOU EXPLAIN MR. ROGERS’ SURREBUTTAL TESTIMONY ON 

PAGE 3, LINE, WHICH READS: “AND THAT THE AVERAGE USE IS 

LESS THAN THAT CALCULATED LEVEL OF USAGE.”? 

I don’t understand that testimony. The Company has issued a data request asking 

Mr. Rogers to explain it. 

WOULD YOU PLEASE ADDRESS MR. ROGERS STATEMENT ON 

PAGE 4, LINE 1 THAT “ABSENT DEMAND METERS THE BEST 

CORRELATION IS QUANTITY USED”, WHICH DEALT WITH 

INCLUSION OF DEMAND CHARGES IN THE MONTHLY MINIMUMS? 

I have already testified that Mr. Rogers’ proposed monthly minimums are based on 

meter size, and include a demand charge based on meter size for meter and service 

line costs. Additionally, it appears that the customer costs were also set based on a 

ratio based on meter size, which would be incorrect. This testimony contradicts 

his preference for demand charges to be included only in the commodity rates. 

WOULD YOU PLEASE COMMENT ON WITH MR. ROGERS’ 

SURREBUTTAL TESTIMONY ON PAGE 4, LINES 2 AND 3? 
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Q. 

A. 

Q. 

The testimony reads as follows: “Therefore rates based on the fixed and variable 

costs of the Company are incompatible with rates that assign costs to customer 

based on cost causation.” Frankly, this testimony doesn’t make sense. 

The Company has both fixed and variable expenses. In a cost of service 

study, the analyst allocates both the fixed and variable expenses to fimctions, then 

to customers to determine the cost caused by customer classes to determine the 

rates of return at present and proposed rates. Finally, the analyst determines the 

monthly minimum rates and the commodity rates to be charged customers. These 

costs, both fixed and variable, are included in the rates to be charged customers in 

the form of a monthly minimum charge and commodity rates. Mr. Rogers 

proposes that commodity costs include demand charges. However, most of the 

demand charges are fixed expenses, such as depreciation, which must be recovered 

regardless of the quantity of water used. Yet Mr. Rogers suggests these fixed 

expenses be collected as if they were variable expenses. 

WOULD YOU COMMENT ON MR. ROGERS TESTIMONY THAT 

STAFF’S RATE DESIGN CHANGE IS “SIGNIFICANT” BUT NOT 

“RADICAL”? 

This is simply semantics. Mr. Rogers has proposed a significant change for many 

of the water districts by proposing an inverted, three-tier rate structure. In some of 

the water districts, he proposed a three-tier rate to take the place of a one-tier rate 

design. In doing so, he has effectively shifted a large portion of the revenue 

requirement fiom smaller users to large users. There is no cost of service study to 

support this significant change in the rate design. A water utility would not be 

allowed to dramatically change its rate design without supplying a cost of service 

study. 

IS MR. ROGERS CORRECT THAT MOST CUSTOMERS WILL 
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P* 

4. 

RECEIVE A RATE INCREASE FOR THE DISTR 

STAFF RECOMMENDS A RATE INCREASE? 

CTS FOR WHICl 

Yes, Mr. Rogers is correct that in the systems where Staff is recommending a rate 

increase, customers will see an increase in their bill. Apparently, I misspoke in my 

rebuttal testimony. What I meant to say is that users of larger quantities of water 

will experience a rate increase greater (as a percentage) than the users of lower 

quantities of water, due to Staffs inverted tier rates. Larger water users already 

provide a higher profit on a per 1,000 gallon basis than smaller users. 

WOULD YOU PLEASE COMMENT ON THE FACT THAT MR. ROGERS 

DOES NOT AGREE THAT STAFF’S RATE DESIGN WILL CAUSE 

INEFFICIENT USE OF WATER, AND THAT THE FIRST TIER IS 

DESIGNED TO COVER BASIC HEALTH AND SAFETY NECESSITIES? 

Mr. Rogers has not provided any study or evidence showing that all residential and 

commercial customers require 4,000 gallons per month for basic health and safety 

necessities. Nor has he provided any study or evidence showing that all residential 

and commercial customers will use up to 100,000 gallons of water per month in an 

efficient manner. Nor has Mr. Rogers provided any study or evidence that 

residential and commercial customers need a subsidized rate for the first 4,000 

gallons. His proposed lifeline rate is available to all residential and commercial 

customers. If water is a scare resource, then it must be priced to recover costs. 

When rates are set below cost, conservation and efficient use of water becomes a 

goal that cannot be met. 

Mr. Rogers also testifies that that there is “discretionary” and 

“nondiscretionary” usage. However, he has not provided any study or evidence 

that break points of 4,000 and 100,000 gallons are appropriate. Is water usage of 

80,000 per month by a residential customer “nondiscretionary” usage? 
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WOULD YOU ADDRESS MR. ROGERS’ TESTIMONY ON PAGE 7 OF 

HIS SURREBUTTAL TESTIMONY CONCERNING THE DIFFERENCE 

BETWEEN BILL COUNT REVENUES AND GENERAL LEDGER 

REVENUES? 

Mr. Rogers left the difference between the bill count revenues and general ledger 

revenues of $6,311 (present rates) at $6,311, even though Staff recommends a 

decrease at Staffs proposed rates. If rates are to be decreased, then the $6,3 11 

should also be decreased. If that were done, then Staffs proposed rates would 

have to be slightly higher to account for the reduction in the $6,3 1 1. 

WOULD YOU PLEASE COMMENT ON MR. ROGERS SURREBUTTAL 

TESTIMONY ON PAGE 8 CONCERNING THE RATES CHARGED 

MULTI-FAMILY AND MULTI-UNIT COMMERCIAL CUSTOMERS? 

I testified that the Staff recommended keeping the existing rate design, when 

Citizens proposed changing it in the prior rate cases for the Mohave and Havasu 

water districts, and the Commission in that case agreed with Staff. Staff now 

wishes to change the rates for multi-unit customers. The Company is not opposed 

to changing the rate design in the next rate case, and will quantify the change in 

the revenues at present and proposed rates. 

DO YOU HAVE OTHER COMMENTS ON STAFF’S SURREBUTTAL 

TESTIMONY? 

Staff did not provide any surrebuttal testimony to the following issues I raised in 

my rebuttal testimony: 

Lifeline rates should be offered only to residential customers and then only 

to residential customers who meet certain income eligibility requirements. 

Lifeline rates and similar types of discounted rates should not be considered 

unless the local cost of water is high relative to other similar water utilities. 
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Q* 

4. 

Lifeline rates and similar types of discounted rates should not be used in 

areas where water use (e.g., conservation) is a concern. 

Additionally, Staff did not address the issue of its rate design’s impact on 

the rate of return by meter size at present and Staffs proposed rates. Staff 

proposed rates in most instances that lowered the rate of return for customers on 

the smaller meters, while increasing the rate of return for customers on larger 

meters. That is a clear sign that the rates charged to larger meter sizes, and larger 

water users, are subsidizing the small meters and smaller water users. Staff has 

attempted to respond to this issue by stating that the Company did not submit a 

cost of service study on an incremental basis. However, Staff did not submit any 

cost of service study or any type of study or data to support its rate design. 

REJOINDER TO YOUNGTOWN 

WOULD YOU PLEASE ADDRESS MR. BURHAM’S SURREBUTTAL 

TESTIMONY IN WHICH HE PROPOSES THAT HIS RECOMMENDED 

RATE INCREASE FOR SUN CITY WATER OF APPPROXIMATELY 33% 

BE PHASED IN OVER A TWO YEAR PERIOD, WHILE HIS PROPOSED 

RATE DECREASE FOR SUN CITY WASTEWATER OF 

APPROXIMATELY 14%? 

The Company has proposed a phase in only if the rate increase exceeded 40% to 

ameliorate the impact on customers. Mr. Burham’s proposal, in contrast, makes no 

sense. The following chart shows the impact of his proposals (assuming an across 

the board increase and decrease, as he has not proposed specific rate design): 

Present Proposed Dollar Percent 
Rate Rate Change Change 

Water $11.17 $14.86 $3.69 33% 

Wastewater 12.87 1 1.07 (1.80) -19% 
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Totals $24.04 $25.93 

Thus, if the Commission were to adop 

$1.88 8% 

Mr. Burham’s recommendations, the end 

result would be a monthly water bill of $14.86 (33% rate increase) a monthly 

wastewater bill of $1 1.07 (14% decrease), and a total monthly bill of $25.93. The 

difference in the bills would be $1.88 per month, or approximately $0.06 per day. 

A phase-in is not necessary. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes, it does. 

148 1421.1 
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Arizona American I Havasu Water Division Exhibit 
Kozoman Rejoinder Schedule 1 
Page 5 
Witness: Kozoman 

Test Year Ended December 31,2001 
Comparison of Present. Company Proposed Rejoinder Rates, ACC Staff 
Proposed Rates in Direct Filing, RUCO Staff Surrebuttal Proposed Rates 

Company 
Dollar 

increase 
Company (Decrease) 
Proposed Over 

Line Units Present Rejoinder Present 

s e w . d B a t e s B a @ R a e . s  
1 5/8 x3/4 Inch $ 10.00 $ 1290 $ 2.90 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

1 Inch 
1 112 Inch 
2 Inch 
3 inch 
4 Inch 
6 inch 
8 inch 
Muiti-Family 1"Meter 
Multi-Family 2" Meter 
Multi-Family 4" Meter 
Multi-Family 2" Meter 
Multi-Family 4" Meter 
Multi-Family 1"Meter 
Multi-Family 2" Meter 
Multi-Family 4" Meter 
Multi-Family 4" Meter 
Gallons In Minimum, All Except 

Multi-Family 1"Meter 
Multi-Family 2" Meter 
Multi-Family 4" Meter 
Multi-Family 2" Meter 

Multi-Family 4" Meter 
Multi-Family 1"Meter 
Multi-Family 2" Meter 
Multi-Family 4" Meter 
Multi-Family 4" Meter 
Gallons in Tiers 
Tier 1: Gallons upper limit 
Tier 2 Gallons upper limit 
Tier 3: Gallons upper limit 

Multi-Family 

17.10 
24.00 
33.60 
45.60 
57.60 
200.00 
400.00 

44 440.00 
56 560.00 
64 640.00 
65 650.00 
67 670.00 
89 890.00 
102 1,020.00 
129 1,290.00 
153 1,530.00 

1,000 

44 44,000 
56 56,000 
64 64,000 
65 65,000 
67 67,000 
89 89,000 
102 102.000 
129 129,000 
153 153,000 

Infinite 
Infinite 
Infinite 

33 v t e s  (Der 1 .OOO wens over m inimum and Der 

34 All. summer rate Tier 1 $ 1.42 $ 

35 All. summer rate Tier2 1.42 
36 All, summer rate Tier 3 1.42 
37 All, winter rate Tier 1 $ 1.31 $ 

38 All. winter rate Tier 2 1.31 
39 Ail. winter rate Tier 3 1.31 

22.06 
30.96 
43.34 
58.82 
74.30 
258.00 
516.00 
567.60 
722.40 
825.60 
638.50 
664.30 

1.148.10 
1,315.80 
1,664.10 
1,973.70 

1,000 

44,000 
56,000 
64.000 
65,000 
67,000 
89,000 
102.000 
129,000 
153,000 

Infinite 
Infinite 
Infinite 

m 
1.83 
1.83 
1.83 
1.69 
1.69 
1.69 

4.96 
6.96 
9.74 
13.22 
16.70 
58.00 
116.00 
127.60 
162.40 
185.60 
188.50 
194.30 
258.10 
295.80 
374.10 
443.70 

0.41 
0.41 
0.41 
0.38 
0.38 
0.38 

ACC ACC 
Company Staff Staff 
Percent ACC Dollar Percent 

Over 
Present Proposed 

m R a e . s  
29.00% $ 9.24 $ 

29.01% 15.80 
29.00% 
28.99% 31.04 
28.99% 42.13 
28.99% 53.21 
29.00% 
29.00% 
29.00% 406.49 
29.00% 517.35 
29.00% 591 26 
29.00% 600.50 
29.00% 618.98 
29.00% 822.22 
29.00% 942.32 
29.00% 1,191.76 
29.00% 1,413.48 
0.00% 

Increase Increase RUCO 
(Decrease) (Decrease) (Decrease) Staff 
Increase Staff 

Over Surrebuttal 
Present Proposed 

Ea@ Rates 
-7.60% $ 12.00 

20.75 
29.50 
41 .OO 
55.00 
70.50 
240.00 
430.00 
526.00 
672.00 
768.00 
780.00 
804.00 

1,066.00 
1224.00 
1,548.00 
1,636.00 

4,000 
100,000 

Infinite 

28.87% 0.81 
28.87% 1.21 
28.87% 1.45 
29.01% 0.81 
29.01% 1.21 
29.01% 1.45 

Over 
Present 

Ea@ 
(0.76) 
(1.30) 

(2.56) 
(3.47) 
(4.39) 

(33.51) 
(42.65) 
(48.74) 
(49.50) 
(51.02) 
(67.78) 
(77.68) 
(98.24) 
(I 16.52) 
(1.000) 

(44,000) 
(56,000) 
(64,000) 
(65.000) 
(67,000) 
(89,000) 
(102,000) 
(1 29,000) 
(1 53,000) 

(0.61) 
(0.21) 
0.03 
(0.50) 
(0.10) 
0.14 

-7.60% 

-7.62% 
-7.61% 
-7.62% 

-7.62% 
-7.62% 
-7.62% 
-7.62% 
-7.61% 
-7.62% 
-7.62% 
-7.62% 
-7.62% 

-100.00% 

-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 

-42.96% 
-14.79% 
2.11% 

-38.17% 
-7.63% 
10.69% 

RUCO 
Staff 
Oollar 

Increase 
(Decrease) 

Over 
Present 

Rae.s 
$ 2.00 

3.65 
5.50 
7.40 
9.40 
12.90 
40.00 
30.00 
68.00 
112.00 
128.00 
130.00 
134.00 
178.00 
204.00 
258.00 
306.00 
(1.000) 

(44,000) 
(56,000) 
(64.000) 
(65,000) 
(67.000) 
(89,000) 
(102.000) 
(129,000) 
(1 53,000) 

Infinite 
Infinite 
infinite 

1.75 0.33 
1.75 0.33 
1.75 0.33 
1.75 0.44 
1.75 0.44 
1.75 0.44 

RUCO 
Staff 

Percent 

Increase 
(Decrease) 

Over 
Present 

m 
20.00% 
21.35% 
22.92% 
22.02% 
20.61% 
22.40% 
20.00% 
7.50% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 
20.00% 

-100.00% 

-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-100.00% 
-1 00.00% 

23.24% 
23.24% 
23.24% 
33.59% 
33.59% 
33.59% 
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Arizona American / Mohave Water Division Exhibit 
Kozoman Rejoinder Schedule 1 
Page 6 
Witness: Kozoman 

Test Year Ended December 31,2001 
Comparison of Present, Company Proposed Rejoinder Rates, ACC Staff 
Proposed Rates in Direct Filing, RUCO Staff Surrebuttal Proposed Rates 

RUCO RUCO 
Company Company Staff Staff Staff Staff 

Dollar Percent 

Increase Increase Staff Increase Increase RUCO Increase Increase 

ACC ACC 

Dollar Percent ACC Dollar Percent 

Company (Decrease) (Decrease) W (Decrease) (Decrease) Staff (Decrease) (Decrease) 
Proposed Over Over Over 

& n f . & F w e s w e & F w e s E k d c s F w e s -  
Units Present Rejoinder Present Present Proposed Present 

5/8 x 314 Inch 
3/4 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
6 Inch 
10 Inch 
Residential Rio Water 
5/8 Inch (a) 
1 Inch (a) 
2 Inch (a) 

Private Fire 
2 Inch or smaller (a) 
4 Inch (a) 
6 Inch (a) 
8 Inch (a) 
10 Inch 

12 Inch (a) 
14 Inch (a) 
20 Inch 

Per Sprinkler Head (a) 
Per each Private Fire Hydrant (a) 
Gallons I n  Minimum 
All (except Rio Water & Multi-Units 

Rio Water 
Multi-Unit & Multi-Family (a) 
Residential MF 5/8" Meter 
Residential MF 1" Meter 
Residential MF 1.5" Meter 
Residential MF 2" Meter 
Residential MF 4" Meter 
Residential MF 6" Meter 

Commercial 5/8"Meter 
Commmerical 1 "Meter 
Commercial 1.5" Meter 
Commercial 2' Meter 

$ 8.65 $ 8.93 $ 

$ 15.00 $ 15.50 
$ 25.00 $ 25.63 

$ 30.00 $ 31.02 
$ 60.00 $ 61.99 

$ 90.00 $ 92.99 

$ 200.00 $ 206.65 
$ 400.00 $ 413.39 

N/A $ 715.20 

7.75 8.01 

7.75 8.01 
7.75 8.01 

3.00 3.10 
6.00 6.20 

9.00 9.30 

12.00 12.40 

15.00 15.50 
18.00 18.60 

21.00 21.70 
30.00 31.02 
0.51 0.53 
7.64 7.89 

1.000 1,000 
2,000 2,000 

573 

262 
130 

1525 

107 

1054 
94 

22 
5 

18 

4,956.45 
2.266.30 

1.124.50 

13,191.25 

925.55 
9,117.10 

813.10 
190.30 

43.25 

155.70 

5,116.89 

2.339.66 
1,160.90 

13,618.25 

955.51 

9,412.22 
839.42 

196.46 
44.65 

160.74 

0.28 

0.50 

0.83 

1.02 
1.99 

2.99 

6.65 
13.39 

0.26 
0.26 

0.26 

0.10 
0.20 

0.30 

0.40 

0.50 
0.60 

0.70 
1.02 
0.02 
0.25 

160.44 

73.36 
36.40 

427.00 

29.96 
295.12 

26.32 
6.16 

1.40 

5.04 
tes (oer 1.000 aallons over . .  

Tier 1 $ 1.48 $ 1.53 0.05 

Tier 2 1.46 1.53 0.05 

Tier 3 1.48 1.53 0.05 

Commoditv Rates: Rio Water 
Tier 1 $ 1.75 $ 1.81 0.06 

Tier 2 1.75 1.81 0.06 

Tier 3 1.75 1.81 0.06 

Gallons in Tiers 
Tier 1: Gallons upper limit Infinite 
Tier 2 Gallons upper limit Infinite 
Tier 3: Gallons upper limit Infinite 
ACC Staff Public Authority Private Fire: Infinite Quantity 

(a) Monthly Minimum times Units 

3.24% $ 7.27 $ (1.38) 

3.33% 

3.32% 

3.40% 
3.32% 

3.32% 
3.33% 

3.35% 

3.35% 
3.35% 

3.35% 

3.33% 
3.33% 

3.33% 

3.33% 

3.33% 
3.33% 

3.33% 

3.40% 
3.92% 
3.27% 

0.00% 

0.00% 

3.24% 
3.24% 

3.24% 

3.24% 

3.24% 
3.24?'0 

3.24% 
3.24% 

3.24% 

3.24% 

3.38% 
3.38% 

3.38% 

3.43% 
3.43% 

3.43% 

7.27 
12.61 

21.01 

25.21 
50.41 

75.62 
168.05 

336.10 

581.23 

6.51 
6.51 

6.51 

2.52 
5.04 

7.56 

10.08 

12.60 
15.12 
17.65 

25.21 

6.42 

0 
0 

4.165.71 
1,904.74 

945.10 

11,086.76 

777.89 
7.662.58 

683.38 
159.94 

36.35 

130.86 

(2.39) 

(3.99) 
(4.79) 

(9.59) 

(14.38) 
(31.95) 

(63.90) 

(1.24) 

(1.24) 

(1 2.4) 

(0.48) 

(0.96) 

(1.44) 

(1.92) 
(2.40) 
(2.68) 

(3.35) 

(4.79) 

(1.22) 

(1.000) 
(2.000) 

(790.74) 

(361.56) 

(179.40) 

(2.104.49) 
(147.66) 

(1.454.52) 

(129.72) 
(30.36) 
(6.90) 

(24.84) 

0.81 $ (0.67) 
1.23 (0.25) 

1.47 ' (0.01) 

0.81 (0.94) 
1.23 (0.52) 

1.47 (0.28) 

4,000 

100.000 
Infinite 

S 1.25 

Over Surrebuttal Over 
Present Proposed Present 

Rates &it.es 

-15.93% $ 7.75 $ (0.90) 

-15.98% 

-15.97% 
-15.98% 

-1 5.98% 
-15.98% 

-15.98% 

-16.00% 
-16.00% 

-16.00% 

-16.00% 
-16.00% 

-16.00% 

-16.00% 
-16.00% 

-1 5.98% 
-15.98% 

-15.98% 

-15.97% 

-100.00% 

-100.00% 

-15.95% 
-15.95% 

-1 5.95% 

-15.95% 
-15.95% 

-15.95% 

-15.95% 
-15.95% 

-15.95% 

-15.95% 

15.50 

22.50 
27.00 

53.00 
80.00 

179.00 

344.50 
596.00 

6.95 

11.9 

22 

2.80 

5.50 

8.00 
10.75 

13.50 
15.50 

18.10 

25.85 
0.44 

6.55 

0 
0 

4.440.75 

2,030.50 

1,007.50 
11.818.75 

829.25 

6.1 68.50 
728.50 

170.50 

38.75 
139.50 

0.50 

(2.50) 
(3.00) 
(7.00) 

(10.00) 
(21.00) 

(55.50) 

(0.80) 
4.15 

14.25 

(0.20) 
(0.50) 

(1 .OO) 
(1.25) 
(1.50) 

(2.50) 
(2.90) 

(4.15) 
(0.07) 
(1.09) 

(1,ooo) 

(2,000) 

(515.70) 
(235.80) 

(1 17 .OO) 
(1,372.50) 

(96.30) 

(948.60) 

(84.60) 
(19.80) 

(4.50) 

(16.20) 

-45.27% 
-16.89% 

-0.68% 

1.26 $ (0.22) 
1.26 (0.22) 

1.26 (0.22) 

-53.71 % 
-29.71 % 
-16.00% 

1.43 (0.32) 
1.43 (0.32) 

1.43 (0.32) 

Infinite 
Infinite 
Infinite 

Over 
Present 

Fwes 

-1 0.40% 

3.33% 

-10.00% 
-10.00% 

-1 1.67% 
-11.11% 

-10.50% 

-1 3.88% 

-10.32% 

53.55% 

183.67% 

-6.67% 

-8.33% 

-11.11% 
-10.42% 

-1 0.00% 

-1 3.89% 

-13.81% 

-13.83% 
-1 3.73% 

-14.27% 

-100.00% 
-100.00% 

-10.40% 

-10.40% 

-10.40% 
-10.40% 

-10.40% 

-10.40% 
-10.40% 

-10.40% 

-10.40% 
-10.40% 

-14.86% 

-14.66% 

-14.86% 

-16.29% 
-16.29% 

-16.29% 
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Arizona American - Agua Fria Water Division 
Test Year Ended December 31, 2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return and Income Taxes 

ACC Staff Rates based on Staff Proposed in Staffs Direct Filing 

Exhibit 
Rejoinder1 Schedule G-9 
Page 1 
Witness: Kozoman 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a $ 1.3229 

Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4a 

Computed Meter Cost for Meter from Rejoindel Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

7.01 
0.91 
0.94 

$ 8.86 

Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4a 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 8.52 
Proposed Commodity Rate 

w Q J J M W  
(Col. 2+ 3) 

Computed Costs, without Equity 
Return and Income Taxes 

Monthly 
Minimum 

Usage Revenue 
- $ 8.86 

1,000 
2,000 
3,000 
4,000 
5,000 

5,750 
6,000 
7,000 
7,000 
8,000 
8,000 
9,000 
9,000 

10,000 
10,000 
11,000 
11,000 
12,000 
12,000 
13,000 
13,000 
14,000 
14,000 
15,000 
15,000 
16,000 
16,000 
17,000 
17,000 
18,000 
18,000 

Average Usage 
7,002 

8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 
8.86 

8.86 

Total 
Commodity Cost of 
Revenue 

$ 1.32 
2.65 
3.97 
5.29 
6.61 
7.61 
7.94 
9.26 
9.26 

10.58 
10.58 
11.91 
11.91 
13.23 
13.23 
14.55 
14.55 
15.87 
15.87 
17.20 
17.20 
18.52 
18.52 
19.84 
19.84 
21.17 
21.17 
22.49 
22.49 
23.81 
23.81 

9.26 

Service 
$ 8.86 

10.18 
11.51 
12.83 
14.15 
15.48 Usage 
16.47 <-Level-> 
16.80 When 
18.12 Revenues 
18.12 Equal 
19.44 Expenses 
19.44 
20.77 (No Rate 
20.77 of Return 
22.09 on 
22.09 Equity 
23.41 or Income 
23.41 Taxes 
24.74 Included) 
24.74 
26.06 
26.06 
27.38 
27.38 
28.70 
28.70 
30.03 
30.03 
31.35 
31.35 
32.67 
32.67 

0 to 
4,001 to 

Over 100,001 
w 

Usage 

1,000 
2,000 
3,000 
4,000 
5,000 

5,750 
6,000 
7,000 
7,000 
8,000 
8,000 
9,000 
9,000 

10,000 
10,000 
11,000 
11,000 
12,000 
12,000 
13,000 
13,000 
14,000 
14,000 
15,000 
15,000 
16,000 
16,000 
17,000 
17,000 
18,000 
18,000 

m 

Monthly 
Minimum 
Revenue 
$ 8.52 

8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 

Average Usage 
18.12 7,002 8.52 

4,000 $ 1.20 
100,000 $ 1.80 

$ 2.15 
w m  w 

[COl. 8-4) [COl. 6 + 7) 

Commodity 
Revenue 

$ 1.20 
2.40 
3.60 
4.80 
6.60 
7.95 
8.40 

10.20 
10.20 
12.00 
12.00 
13.80 
13.80 
15.60 
15.60 
17.40 
17.40 
19.20 

, 19.20 
21.00 
21.00 
22.80 
22.80 
24.60 
24.60 
26.40 
26.40 
28.20 
28.20 
30.00 
30.00 

10.20 

Total 
Revenue 

$ 8.52 
9.72 

10.92 
12.12 
13.32 
15.12 
16.47 
16.92 
18.72 
18.72 
20.52 
20.52 
22.32 
22.32 
24.12 
24.12 
25.92 
25.92 
27.72 
27.72 
29.52 
29.52 
31.32 
31.32 
33.12 
33.12 
34.92 
34.92 
36.72 
36.72 
38.52 
38.52 

18.72 

Recover/ 
of Expenses 

or, 
(Lack of 
Recoverv) 

$ (0.34) 
(0.46) 
(0.59) 
(0.71) 
(0.83) 
(0.36) 
0.00 
0.12 
0.60 
0.60 
1.08 
1.08 
1.55 
1.55 
2.03 
2.03 
2.51 
2.51 
2.98 
2.98 
3.46 
3.46 
3.94 
3.94 
4.42 
4.42 
4.89 
4.89 
5.37 
5.37 
5.85 
5.85 

0.60 
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Arizona American - Agua Fria Water Division 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study- Equity Return & Income Taxes 

ACC Staff Rates based on Staff Proposed in Staffs Direct Filing 
Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Computed Commodity Cost from Rebuttal Schedule G-8, Page 4 

Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Meter Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

w w u  
(Col. 2+ 3) 

Computed Costs, with Equity 
Return and Income Taxes 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 

25,470 
26,000 
27,000 

Monthly 
Minimum 
Revenue 
$ 11.25 

11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 
11.25 

Average Usage 
7,002 $ 11.25 

Commodity 
Revenue 

$ 1.60 
3.20 
4.80 
6.39 
7.99 
9.59 

11.19 
12.79 
14.39 
15.99 
17.59 
19.18 
20.78 
22.38 
23.98 
25.58 
27.18 
28.78 
30.38 
31.97 
33.57 
35.17 
36.77 
38.37 
39.97 
41.57 
40.72 
41.57 
43.17 

$11.194 

Total 
cost of 
Service 

$ 11.25 
12.84 
14.44 
16.04 
17.64 
19.24 
20.84 
22.44 
24.04 
25.63 
27.23 
28.83 
30.43 
32.03 
33.63 
35.23 
36.83 
38.42 

41.62 
43.22 
44.82 
46.42 
48.02 
49.62 
51.21 
52.81 

40.02 
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$ 1.5987 

8.30 
1.37 
1.57 

$ 11.25 

ACC Staff Proposed Rates 
Proposed Monthly Minimum for 5/8" Meter 
Proposed Commodity Rate 

0 to 4,000 
4,001 to 100,000 

Over 100,001 u 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
26,000 

51.97 <- (a)-> 25,470 
52.81 26,000 
54.41 27,000 

u w m  
(Col. 6 + 7) 

Monthly 
Minimum Commodity 
Revenue 
$ 8.52 

8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 
8.52 

Average Usage 
$ 22.44 7,002 8.52 

Revenue 

$ 1.20 
2.40 
3.60 
4.80 
6.60 
8.40 

10.20 
12.00 
13.80 
15.60 
17.40 
19.20 
21.00 
21.00 
22.80 
24.60 
26.40 
28.20 
30.00 
31.80 
33.60 
35.40 
37.20 
39.00 
40.80 
44.40 
43.45 
44.40 
46.20 

10.20 
(a) Usage Level when revenues equal expenses and rate of return and income taxes 

Total 
Revenue 

$ 8.52 
9.72 

10.92 
12.12 
13.32 
15.12 
16.92 
18.72 
20.52 
22.32 
24.12 
25.92 
27.72 
29.52 
29.52 
31.32 
33.12 
34.92 
36.72 
38.52 
40.32 
42.12 
43.92 
45.72 
47.52 
49.32 
52.92 
51.97 
52.92 
54.72 

18.72 

$ 8.52 

$ 1.20 
$ 1.80 
$ 2.15 

(COI. 8-41 
Recovery 

of Expenses 
Rate of 

Return & 
Income Tax 
or (Lack of 
Recoven/) 

$ (2.73) 
(3.12) 
(3.52) 
(3.92) 
(4.32) 
(4.12) 
(3.92) 
(3.72) 
(3.52) 
(3.31) 
(3.11) 
(2.91) 
(2.71) 
(2.51) 
(4.11) 
(3.91) 
(3.71) 
(3.50) 
(3.30) 
(3.10) 
(2.90) 
(2.70) 
(2.50) 
(2.30) 

(1.89) 
0.11 
0.00 
0.11 
0.31 

(3.72) 

(2.10) 



Arizona American - Agua Fria Water Division 
Summary of Revenues by Customer Classification - Present and Proposed Rates 
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Test Year Ended December 31, 2001 

Customer Classification 
in and/or 
- No. Meter Size 
1 518 Inch Residential 
2 314 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 518 Inch Commercial 
8 314 Inch Commercial 
9 1 Inch Commercial 
10 1.5 Inch Commercial 
11 2 Inch Commercial 
12 3 Inch Commercial 
13 6 Inch Commercial 
14 2 Inch Public Interruptible 
15 3 Inch Public Interruptible 
16 6 Inch Public Interruptible 
17 8 Inch Public Interruptible 
18 10 Inch Public Interruptible 
19 4 Inch Prison 
20 4 Inch Private Fire 
21 6 Inch Private Fire 
22 8 Inch Private Fire 
23 Miscellaneous Revenues 
24 Subtotal Water Revenues 
25 
26 
27 
28 
29 
30 518 Inch Residential 
31 314 Inch Residential 
32 1 Inch Residential 
33 1.5 Inch Residential 
34 2 Inch Residential 
35 3 Inch Residential 
36 518 Inch Commercial 
37 314 Inch Commercial 
38 1 Inch Commercial 
39 1.5 Inch Commercial 
40 2 Inch Commercial 
41 3 Inch Commercial 
42 6 Inch Commercial 
43 6 Inch Public Interruptible 
44 10 Inch Public Interruptible 
45 4 Inch Private Fire 
46 6 Inch Private Fire 
47 8 Inch Private Fire 
48 Totals 
49 Total Revenues 

Present 
Revenues 
$3,127,076 

36,220 
399,199 
78,797 

328,284 
563 

4,629 
4,437 

31,984 
91,467 

359,785 
359,249 
147,370 

4,838 
282,872 
71,829 
7,554 

248,933 
2,520 

10,890 
4,020 

Proposed 
Revenues 
$3,160,350 

36,628 
403,825 
79,800 

332,473 
569 

4,679 
4,491 

32,367 
92,624 

364,305 
363,719 
149,298 

Dollar 
Chanse 

$ 33,274 
407 

4,625 
1,003 
4,189 

6 
50 
54 

383 
1,156 
4,520 
4,470 
1,928 

4,838 
282,872 
71,829 
7,554 

251,398 2,465 
2,545 25 

10,999 109 
4,060 40 

Percent 
Chanse 

1.06% 
1.13% 
1.16% 
1.27% 
1.28% 
1.05% 
1.08% 
1.2 1% 
1.20% 
1.26% 
1.26% 
1.24% 
1.3 1% 
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0.00% 
0.00% 
0.00% 
0.00% 
0.99% 
1.00% 
1.00% 
1.00% 

Percent 
of 

Present 
Water 

Revenues 
52.62% 
0.61% 
6.72% 
1.33% 
5.52% 
0.01% 
0.08% 
0.07% 
0.54% 
1.54% 
6.05% 
6.05% 
2.48% 

0.08% 
4.76% 
1.21% 
0.13% 
4.19% 
0.04% 
0.18% 
0.07% 

Percent 
of 

Proposed 
Water 

Revenues 

0.61% 
52.66% 

6.73% 
1.33% 
5.54% 
0.01% 
0.08% 
0.07% 
0.54% 
1.54% 
6.07% 

2.49% 
6.06% 

0.08% 
4.71% 
1.20% 
0.13% 
4.19% 
0.04% 
0.18% 
0.07% 

339,961 339,961 0.00% 5.72% 5.66% 
$5,942,478 $6,001,182 58,704 0.99% 100.00% 100.00% 

Revenue Annualization (a) 
Present Proposed Dollar Percent 

Revenues Revenues Chanse Chanse 
202,538 204,614 2,075 1.02% 

1,584 1,602 17 1.10% 
10,260 10,377 117 1.14% 
5,170 5,236 66 1.27% 

44,120 44,679 559 1.27% 
(563) (569) (6) 1.05% 
201 203 2 0.98% 

2,266 2,293 26 1.17% 
14,983 15,172 188 1.26% 
31,582 3 1,976 394 1.25% 
(1,330) (1,347) (17) 1.30% 
16,136 16,348 212 1.31% 

(492) (498) (6) 1.19% 

(81,903) (81,903) 0.00% 
(7,554) (7,554) 0.00% 
1,440 1,454 14 1 .OO% 
1,530 1,545 15 1 .OO% 

Additional 
Additioinal Gallons to 
Bills to be be Pumped 
Issued in 1,000‘s 

9,245 100,718 
47 4 70 

180 2,867 
19 1,890 

104 16,153 
(3) (47) 
13 40 

(10) (165) 
34 688 
66 5,236 
97 10,794 

3 6,673 
(10) (84,017) 
(10) (7,554) 
48 
34 

(1) (526) 

1,020 1,030 10 1.00% 17 
240,990 244,657 3.667 1.52% 9.873 53.220 ~~. 

6,183,467 6,245,839 62,372 1.01% 
50 (a) Customer Growth Annualization is calculated by computing the change in the number of customers by month from the 
51 
52 for that month 

beginning of the year to the end of the year, and then multipling the additional customers times the average revenue 
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Arizona American - Agua Fria Water Division 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 
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Line Customer Classification Present 
- No. and Meter Size Rates 
1 
2 
3 
4 Monthly Usage Charge for: 
5 

7 314 Inch 15.00 
8 1 Inch 25.00 
9 1112 Inch 53.00 
10 2Inch 80.00 
11 3 Inch 155.00 
12 4Inch 200.00 
13 6Inch 400.00 
14 8Inch 800.00 
15 Fire Hydrant 
16 
17 Prison, 4 Inch Meter Rate 200.00 
18 
19 4 Inch Private Fire 30.00 
20 6 Inch Private Fire 45.00 
21 8 Inch Private Fire 60.00 
22 10 Inch Private Fire 120.00 
23 12 Inch Private Fire 180.00 
24 
25 
26 
27 
28 
29 
30 
31 
32 Gallons In Minimum 
33 
34 Construction 
35 Prison 
36 Public Interruptible 
37 
38 
39 
40 Construction 
41 Prison 
42 Public Interruptible 
43 
44 
45 
46 
47 
48 
49 

ResidentiaI.Commercial, Irriaation, Resale and Miscellaneous Customers (a) 
6 518 x 314 Inch $ 10.00 

All (except construction, prison, public interruptible) 

Tier 1: Gallons / umer limit 
All (except construction, prison, public interruptible) 

(a) = Rounded up or down to nearest whole cent 

Proposed 
Rates 

$ 10.09 
15.15 
25.25 
53.55 
80.80 

156.55 
202.00 
404.00 
808.00 

202.00 

30.30 
45.45 
60.60 

121.20 
181.80 

8,000 8,000 
99,999,999 99,999,999 
99,999,999 99,999,999 
99,999,999 99,999,999 

Percent 
Chanae 

0.90% 
1.00% 
1.00% 
1.04% 
1 .OO% 
1.00% 
1.00% 
1.00% 
1.00% 

1.00% 

1.00% 
1.00% 
1.00% 
1 .OO% 
1.00~/0 
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Arizona American - Agua Fria Water Division 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Line Customer Classification 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

and Meter Size 

Tier 2: (Gallon umer limit, UD to. but not exceedinq) 
All (except construction, prison, public interruptible) 
Construction 
Prison 
Public Interruptible 

Tier 3: (Gallon over) 
All (except construction, prison, public interruptible) 
Construction 
Prison 
Public Interruptible 

Exhibit 
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Present Proposed Percent 
Rates Rates Chanqe 

99,999,999 99,999,999 
99,999,999 99,999,999 
99,999,999 99,999,999 
99,999,999 99,999,999 

99,999,999 99,999,999 
99,999,999 99,999,999 
99,999,999 99,999,999 
99,999,999 99,999,999 

Cornmoditv Rates (Der 1,000 aallons over minimum and Der Tier) fa) 
All (except construction, prison) Tier 1 $ 1.78 1.80 1.12% 
All (except construction, prison) Tier 2 2.24 2.27 1.34% 
All (except construction, prison) Tier 3 2.24 2.27 1.34% 
All (except construction, prison) Tier 4 2.24 2.27 1.34% 

Construction , Contract Rate $ 1.00 1.00 O.OO~/O 

Prison $ 2.02 2.04 0.99% 

Public Interruptible , Contract Rate $ 1.00 1.00 0.00% 

Raw CAP Water, charge plus additions for cost increases $ 0.50 Tariff To Be Canceled 
(Available to golf courses and other irrigation or turf facilities) 

Non Potable Water N/A $ 0.62 
(a) = Rounded up or down to nearest whole cent 
N/A = Not applicable, as there is no existing tariff for Agua Fria, but tariff exists for Anthem Wastewater 



Arizona American - Agua Fria Water Division 
Changes in Representative Rate Schedules 

Test Year Ended December 31, 2001 

Exhibit 
Rejoinder Schedule H-3 
Page 3 
Witness: Kozoman 

Line Present Proposed 
- No. Other Service Charaes Rates Rates 
1 Establishment $ 30.00 $ 30.00 
2 Establishment (After Hours) $ 40.00 $ 40.00 
3 Reconnection $ 30.00 $ 30.00 
4 Reconnection (After Hours) $ 40.00 $ 40.00 
5 Meter Test, if less than 3.00% variance $ 10.00 $ 10.00 
6 Deposit ** ** 
7 Deposit Interest ** ** 
8 Re-Establishment 30.00 30.00 
9 Re-Establishment (After Hours) $ 40.00 $ 40.00 
10 NSFCheck $ 10.00 $ 10.00 
11 Deferred Payment, Per Month (a) (3) 

14 Customer Requested cost cost 

17 Sprinklers (b) (b) 

12 Meter Re-Read $ 5.00 5.00 
13 Charge of Moving Customer Meter - 
15 Late Payment Charge 1.50% 1.50% 
16 

18 
19 
20 ** PER COMMISSION RULES (R14-2-403.B), with interest rates as filed by the Company 
21 or at 6.00%. 
22 (a) May include a finance charge as approved by the Commission in a tariff proceeding. 
23 Groundwater Withdrawal Fees shall be collected as an assessment, and is subject to  annual 
24 revisions as required due to  changes in rates charged by the Arizona Department of Water 
25 Resources ("ADWR"). Includes an allowance of 10% lost and unaccounted for water. 
26 IN  ADDJTION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 
27 

29 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
28 TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES, 
DEPENDING ON WHETHER THE COMPANY CHOOSES RATE BASE OR GROSS- UP TREATMENT. 

ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 
30 
31 
32 (b) 1.00% of the monthly minimum for a comparable sized meter connection, but no less than $5 per month 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
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Arizona American - Agua Fria Water Division 
Changes in Representative Rate Schedules 

Test Year Ended December 31, 2001 
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Line Present Proposed 
- No. Other Service Charses Rates Rates 
1 Service Line Meter Installation 
2 Present Proposed Present Proposed 
3 Meter Size Charcles Charcles Charcles Charcles 
4 518 x 314 Inch $255 $370 $ 65 $ 130 
5 3 / 4 Inch, will no longer be installed $255 $370 $ 105 $ 205 
6 1 Inch $275 $420 $ 145 $ 240 
7 1112 Inch $290 $450 $ 345 $ 450 
8 2 Inch $315 $580 $ 775 $ 1,640 
9 3 Inch cost $765 Cost $ 2,195 
10 4Inch cost $1,120 Cost $ 3,145 
11 6 Inch cost $6,020 Cost $ 6,120 
12 8Inch cost cost Cost cost 
13 
14 As meters and service lines are now taxable income for income purposes, The Company 
15 shall collect income taxes on the meter and service line charges. 
16 Any tax collected will be refunded each year that the meter deposit is refunded. 
17 
18 Water Facililties Hook-up Fee (a) 
19 Meter Size: Factor 
20 518 x 314 Inch 1 $ 1,150 $ 1,150 
21 3 / 4 I n c h  1.5 1,725 1,725 
22 1 Inch 2.5 2,875 2,875 
23 1112 Inch 5 5,750 5,750 
24 2Inch 8 9,200 9,200 
25 3 Inch 16 18,400 18,400 
26 4Inch 25 28,750 28,750 
27 6Inch 50 57,500 57,500 
28 8Inch 100 115,000 115,000 
29 (a) Accounted for as a Contribution in Aid of Construction 
30 
31 Central Arizona Project Hook-up Fee 
32 Meter Size: ERU 
33 518 x 314 Inch 1 $ 150 $ 150 
34 3 1 4  Inch 1.5 225 225 
35 1 Inch 2.5 375 375 
36 1112 Inch 5 750 750 
37 2 Inch 8 1,200 1,200 
38 3 Inch 16 2,400 2,400 
39 4Inch 25 3,750 3,750 
40 6 Inch 50 7,500 7,500 
41 8Inch 100 15,000 15,000 
42 ERU = Equivalent Residential Unit 
43 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
54 

Arizona American - Anthem Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return or Income Taxes 
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Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a 
Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

$ 5.3291 
8.72 
0.38 
0.64 

$ 9.74 

m 
(Col. 2+ 3) 

Computed Costs, without Equity 
Return or Income Taxes 

Monthly Total 
Minimum Commodity Cost of 

Average Usage 
10,212 9.74 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
55,000 
60,000 
65,000 
70,000 

150,000 

Revenue 
$ 9.74 
$ 9.74 

9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 
9.74 

Revenue 

$5.3291 
10.66 
15.99 
21.32 
26.65 
31.97 
37.30 
42.63 
47.96 
53.29 
58.62 
63.95 
69.28 
74.61 
79.94 
85.27 
90.60 
95.92 

101.25 
106.58 
133.23 
159.87 
186.52 
213.16 
239.81 
266.46 
293.10 
319.75 
346.39 
373.04 
799.37 

54.42 

Service 
$ 9.74 <-(a)-> 
$ 15.07 Usage 

20.40 Level 
25.73 When 
31.06 Revenues 
36.39 Equal 
41.72 Expenses 
47.05 Can Not 
52.38 be 
57.70 Achieved 
63.03 As 
68.36 Proposed 
73.69 Commodity 
79.02 Rates& 
84.35 Proposed 
89.68 Monthly 
95.01 Minimum 

100.34 Rates 
105.67 are Below 
111.00 Actual 
116.32 Cost to 
142.97 Service 
169.62 Computed 
196.26 Cost of 
222.91 Service 
249.55 Rates 
276.20 DoNot 
302.84 Include 
329.49 Rate 
356.14 of Return 
382.78 on Equity 
809.11 or Income 

Taxes 
64.16 

(a) Revenues equal Expenses at zero usage 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter 
Proposed Commodity Rate 

0 to 
4,001 to 

Over 100,001 

u 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
55,000 
60,000 
65,000 
70,000 

150,000 

QLjj 

Monthly 
Minimum 
Revenue 
$ 11.45 

11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 

Average Usage 
10,212 11.45 

4,000 
100,000 

w w  
(Col. 6 + 7) 

Commodity Total 
Revenue 

$ 0.88 
1.76 
2.64 
3.52 
4.84 
6.16 
7.48 
8.80 

10.12 
11.44 
12.76 
14.08 
15.40 
16.72 
18.04 
19.36 
20.68 
22.00 
23.32 
24.64 
31.24 
37.84 
44.44 
51.04 
57.64 
64.24 
70.84 
77.44 
84.04 
90.64 

215.02 

11.72 

Revenue 
$ 11.45 

12.33 
13.21 
14.09 
14.97 
16.29 
17.61 
18.93 
20.25 
21.57 
22.89 
24.21 
25.53 
26.85 
28.17 
29.49 
30.81 
32.13 
33.45 
34.77 
36.09 
42.69 
49.29 
55.89 
62.49 
69.09 
75.69 
82.29 
88.89 
95.49 

102.09 
226.47 

23.17 

$ 11.45 

$ 0.88 
$ 1.32 
$ 1.57 

w 
(COl, 8-41 
Recovery 

of Expenses 
or, 

(Lack of 
Recovery) 

$ 1.71 
(2.74) 

( 1 1.64) 
(16.09) 

(24.11) 
(28.12) 
(32.13) 
(36.13) 
(40.14) 
(44.15) 
(48.16) 
(52.17) 
(56.18) 
(60.19) 
(64.20) 
(68.21) 
(72.22) 
(76.23) 
(80.23) 

(100.28) 
(120.33) 
(140.37) 
(160.42) 
(180.46) 
(200.51) 
(220.55) 
(240.60) 
(260.65) 
(280.69) 
(582.64) 

(40.99) 

(7.19) 

(20.10) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
54 

Arizona American - Anthem Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study with Equity Return and Income Taxes 

Exhibit 
Rejoinder Schedule G-9 
Page 2 
Witness: Kozoman 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4 
Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Meter Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

$ 6.4174 
9.05 
1.06 
0.65 

$ 10.76 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 11.45 
Proposed Commodity Rate 

0 to 4,000 $ 0.88 
4,001 to 100,000 $ 1.32 

Over 100,001 $ 1.57 

QlJ W Q j J W  
(Col. 2+ 3) 

Computed Costs, with Equity 
Return and Income Taxes 

Monthly Total 
Minimum Commodity Cost of 

&gg 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
55,000 
60,000 
65,000 
70,000 

150,000 

Revenue 
$ 10.76 
$ 10.76 

10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 
10.76 

Average Usage 
10,212 $ 10.76 

Revenue 

$6.4174 
12.83 
19.25 
25.67 
32.09 
38.50 
44.92 
51.34 
57.76 
64.17 
70.59 
77.01 
83.43 
89.84 
96.26 

102.68 
109.10 
128.35 
160.44 
192.52 
224.61 
256.70 
288.79 
320.87 
352.96 
385.05 
417.13 
449.22 
962.62 

Service 
$ 10.76 
$ 17.17 

23.59 
30.01 
36.42 
42.84 
49.26 
55.68 
62.09 
68.51 
74.93 
81.35 
87.76 
94.18 

100.60 
107.02 
113.43 
119.85 
139.10 
171.19 
203.28 
235.37 
267.45 
299.54 
331.63 
363.71 
395.80 
427.89 
459.98 
973.37 

<-(a)-> 
Usage 
Level 
When 

Revenues 
Equals 

Expenses 
and Return 
cannot be 
Achieved 

As Proposed 
Commodity 

Rates & 
Proposed 
Monthly 

Minimum 
Rates 

are Below 
Actual 
cost 

to Service 
Computed 

cost of 
Service 
Rates 

Includes 
Rate 

of Return 
on Equity 

w 

Usage 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
55,000 
60,000 
65,000 
70,000 

150,000 

m w m  m 
[CO~. 6 + 71 (Col, 8-41 

Monthly 
Minimum Commodity 
Revenue 
$ 11.45 

11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 
11.45 

and Income Average Usage 
$65.535 $ 76.29 Taxes 10,212 11.45 

(a) Revenues equal Expenses, Return and Income Taxes at zero usage 

Revenue 

$ 0.88 
1.76 
2.64 
3.52 
4.84 
6.16 
7.48 
8.80 

10.12 
11.44 
12.76 
14.08 
15.40 
16.72 
18.04 
19.36 
20.68 
24.64 
31.24 
37.84 
44.44 
51.04 
57.64 
64.24 
70.84 
77.44 
84.04 
90.64 

215.02 

11.72 

Total 
Revenue 

$ 11.45 
12.33 
13.21 
14.09 
14.97 
16.29 
17.61 
18.93 
20.25 
21.57 
22.89 
24.21 
25.53 
26.85 
28.17 
29.49 
30.81 
32.13 
36.09 
42.69 
49.29 
55.89 
62.49 
69.09 
75.69 
82.29 
88.89 
95.49 

102.09 
226.47 

23.17 

Recovery 
of Expenses 

Rate of 
Return &Tax 

or 
(Lack of 
Recoverv) 

$ 0.69 
(4.84) 

(10.38) 
(15.92) 
(2 1.45) 
(26.55) 
(31.65) 
(36.75) 
(41.84) 
(46.94) 
(52.04) 
(57.14) 
(62.23) 
(67.33) 
(72.43) 

(82.62) 
(87.72) 

(103.01) 
(128.50) 
(153.99) 
(179.48) 
(204.96) 
(230.45) 
(255.94) 
(281 -42) 
(306.91) 
(332.40) 
(357.89) 
(746.90) 

(53.12) 

(77.53) 



Arizona American - Anthem Water 
(Formerly Known as Citizens Water Services / Water) 

Summary of Revenues by Customer Classification - Present and Proposed Rates 

Exhibit 
Rejoinder Schedule H-1 
Page 1 
Witness: Kozoman With Annualized Revenues to  Year End Number of Customers 

Test Year Ended December 31, 2001 Percent Percent 

Line Meter 
- -  No. Size Customer Classification 
1 5/8 Inch Residential 
2 3/4 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 4 Inch Residential 
8 3/4 Inch Commercial 
9 1 Inch Commercial 
10 1.5 Inch Commercial 
11 2Inch Commercial 
12 3 Inch Commercial 
13 2 Inch Wholesale 
14 3 Inch Wholesale 
15 6 Inch Wholesale 
16 10 Inch Wholesale 
17 4 Inch Fire Protection 
18 6 Inch Fire Protection 
19 Miscellaneous Revenues 
20 Citizens Water Resouces (Treatco) 
21 Subtotal Water Revenues 
22 
23 
24 
25 Revenue Annualization 
26 Citizens Water Resouces (Treatco) 
27 314 Inch Residential 
28 1 inch Residential 
29 2 Inch Residential 
30 3/4 Inch Commercial 
31 1 Inch Commercial 
32 1.5 Inch Commercial 
33 2 Inch Commercial 
34 3 Inch Commercial 
35 3 Inch Wholesale 
36 6 Inch Wholesale 
37 10 Inch Wholesale 
38 6 Inch Fire Protection 
39 Total Revenues Annualziations 
40 Total Water Revenues with 
41 Revenue Annualizaiton 
42 
43 
44 
45 
46 
47 

Adjusted 
Present 

Revenues 
$ 3,606 

620,738 
650,122 

2,834 
65,116 

of 
Present 

Proposed Dollar Percent Water 
Revenues Chanae Chancre Revenues 
8 3,576 $ (30) -0.84% 0.09% 

615,713 (5,025) -0.81% 16.29% 
646,251 (3,871) -0.60% 17.07% 

2,822 (13) -0.44% 0.07% 
64,551 (565) -0.87% 1.71% 

of 
Proposed 

Water 
Revenues 

0.09% 
16.21% 
17.02% 
0.07% 
1.70% 

2,064 2,049 (15) -0.74% 0.05% 0.05% 
50,820 50,353 (467) -0.92% 1.33% 1.33% 
19,528 19,347 (181) -0.93% 0.51% 0.51% 

100,690 99,846 (844) -0.84% 2.64% 2.63% 
63,160 62,640 (520) -0.82% 1.66% 1.65% 

11,915 11,915 0.00% 0.31% 0.31% 
56 56 0.00% 0.00% 0.00% 

18,457 18,457 0.00% 0.48% 0.49% 
3,330 3,321 (9) -0.28% 0.09% 0 * 09% 

19,845 19,698 (147) -0.74% 0.52% 0.52% 
1,950,387 1,950,387 0.00% 51.20% 51.35% 

226,872 226,872 0.00% 5.96% 5.97% 
$3,809,540 $3,797,852 $ (11,688) -0.31% 100.00% 100.00% 

$ (18,289) 
67,152 
98,822 
(3,894) 
1,642 
2,646 

12,807 
13,560 

(24,13 1) 
45,275 

5 
1,678 

$ (18,289) 
66,618 
98,254 

1,630 
2,63 1 

12,690 
13,446 

(23,929) 
45,275 

5 
1,678 

(3,861) 

0.00% 
-0.79% 
-0.57% 
-0.83 '/o 
-0.75% 
-0.55% 
-0.9 1 010 
-0.84% 
-0.83% 
0.00% 
0.00% 
0.00% 

Additional 
Gallons 

- Bills in 1.000's 
(8) (29,498) 

2,306 15,163 
2,102 15,859 

(12) (1,467) 
68 277 
59 379 
27 5,539 
40 5,180 

19 20,961 
1 2 
1 777 

(40) (8,865) 

(405) (402) 3 -0.74% (3) 
$ 196,868 $ 195,747 $ (1,121) -0.57% 

$4,006,408 $3,993,599 $ (12,809) -0.32% 4,560 24,306 

48 (A) Customer Growth Annualization is calculated by computing the change in the number of customers by month from the 
49 
50 that month. 

beginning of the year t the end of the year, and then multipling the additional customers times the average revenue for 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Arizona American - Anthem Water 
(Formerly Known as Citizens Water Services / Water) 

Changes in Representative Rate Schedules 
Test Year Ended December 31,2001 

Customer Classification 

Percentage Increase in Monthly Minimums 
Percentage Increase in Commodity Rates 

and Meter Size 

Monthly Usage Charge for: 
ResidentiaLCommercial 
518 x 314 Inch 
314 Inch 
1 Inch 
1 1/2 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
Private Fire Protection (Flat Rates) 
3 Inch 
4 Inch 
6 Inch 
8 Inch 
10 Inch 

Wholesale 

Gallons I n  Minimum 
All 

Tier 1: Gallons upDer limit 
All, except wholesale 
Wholesale 

(a) Rounded 

Exhibit 
Rejoinder Schedule H-3 
Page 1 
Witness: Kozoman 

Present Proposed Percent 
Rates Chartae Rates 

$ 16.00 
16.00 
32.00 
64.00 
80.00 

160.00 
200.00 
250.00 

$ 15.90 
15.90 
31.88 
63.80 
79.75 

159.40 
199.40 
248.75 

1,272.00 

-0.62% 
-0.62% 
-0.38% 
-0.31% 
-0.3 1% 
-0.37% 
-0.30% 
-0.50% 
0.00% 

70.00 69.80 -0.29% 

135.00 134.00 -0.74% 
180.00 178.59 -0.78% 
360.00 357.50 -0.69% 

90.00 89.75 -0.28% 

- 0.00% 

999,999,999 999,999,999 
999,999,999 999,999,999 



I 
I 
I 
1 
I 
1 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

Arizona American - Anthem Water 
(Formerly Known as Citizens Water Services / Water) 

Changes in Representative Rate Schedules 
Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-3 
Page 2 
Witness: Kozoman 

Customer Classification 
and Meter Size 

Tier 2: (Gallon umer limit, UD to, but not exceeding) 
All, except wholesale 
Wholesale 

Tier 3: (Gallon over) 
All, except wholesale 
Wholesale 

Commodity Rates (Der 1,000 sallons over minimum and per Tier) 
All, except wholesale Tier l-(a) $ 2.00 $ 1.98 -1.00% 
All, except wholesale Tier 2 (a) 2.00 
All, except wholesale Tier 3 (a) 2.00 
All, except wholesale Tier 4 (a) 1.98 

1.98 -1.00% 
1.98 -1.00% 

Wholesale 
Contract Rate 
(a) Rounded 

Present Proposed Percent 
Rates Chanae Rates 

999,999,999 999,999,999 
999,999,999 999,999,999 

999,999,999 999,999,999 
999,999,999 999,999,999 

$ 2.16 2.16 0.00% 
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Arizona American - Anthem Water 
(Formerly Known as Citizens Water Services / Water) 

Changes in Representative Rate Schedules 

Exhibit 
Rejoinder Schedule H-3 
Page 3 

Test Year Ended December 31,2001 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Other Service Charaes 
Establishment 
Establishment (After Hours) 
Reconnection (Deliquent) 
Reconnection (After Hours) 
Meter Test 
Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 

NSF Check 
Deferred Payment, Per Month (b) 
Meter Re-Read 
Charge of Moving Customer Meter - 

Late Payment Charge, greater of 1.50% or 
Damages to Meter Locks, Valves, Seals 
Sprinklers 

Customer Requested 

Witness: Kozoman 

Present Proposed 

$ 60.00 $ 60.00 

$ 30.00 $ 40.00 
$ 45.00 $ 55.00 
$ 30.00 $ 30.00 

$ 90.00 $ 90.00 

** ** 
** ** 
*** *** 

$ 20.00 $ 20.00 

$ 10.00 10.00 
1.50% 1.50% 

cost cost 
1.50% 1.50% 

cost cost 

** PER COMMISSION RULES (R14-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

(a) 1.00% of the monthly minimum for a comparable sized meter connection, but no less than $5 per month 

Meter Size 
518 x 314 Inch 
3 / 4 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

Present 
Charaes 

$320 
$320 
$420 
$635 

$1,090 
cost 
cost 
cost 
cost 

Proposed 
Charaes 

$500 

$660 

$1,525 
cost 
cost 
cost 
cost 

$575 

$900 

As meters and service lines are now taxable income for income purposes, The Company 
shall collect income taxes on the meter and service line charges. 
Any tax collected will be refunded each year that the meter deposit is refunded. 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

Arizona American - Anthem / Agua Fria Wastewater 
(Formerly Citizens Water Services / Wastewater) 

Changes in Representative Rate Schedules 
Test Year Ended December 31,2001 

Customer Classification 
and Meter Size 

Monthly Usage Charge for: 
Residential and Commercial 
Residential 
Small Commercial 5/8 Inch Meter 
Small Commercial 3/4 Inch Meter 
Small Commercial 1 Inch Meter 
Large Commercial 

Exhibit 
Rejoinder Schedule H-3 
Page 1 
Witness: Kozoman 

Present Proposed Percent 
Rates Rates Chanae 

(a) $ 16.00 $ 21.85 
(a> 16.00 $ 21.85 
(a) 24.00 $ 32.80 
(a> 32.00 $ 43.75 
(a> 64.00 $ 87.30 

In  Addition to the above charges, customers will also pay for commodity treated, which is listed below. 
There are no commodity charges, once the gallons listed below is discharged. 

Usase (Der 1,000 aallons, uu to) 
Residential 
Small Commercial 5/8 Inch Meter 
Small Commercial 3/4 Inch Meter 
Small Commercial 1 Inch Meter 
Large Commercial 

Usaae Rates (per 1,000 aallons uu to limit) 
Residential (a> $ 
Small Commercial 5/8 Inch Meter (a) 
Small Commercial 3/4 Inch Meter (a> 
Small Commercial 1 Inch Meter (a) 
Large Commercial (a) 

Capacity Reservation Charge $ 
(a) Rounded to nearest whole cent 
Annual Fee for Industrial Discharae Service 
For those customers consuming an amount of water less than or equal 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 

For those customers consuming an amount of water greater than 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 

7,000 7,000 
10,000 10,000 
15,000 15,000 
25,000 25,000 

999,999,999 999,999,999 

2.00 $ 2.73 
2.00 2.73 
2.00 2.73 
2.00 2.73 
2.00 2.73 

765.00 $ 765.00 

500.00 $ 500.00 

1,000.00 $ 1,000.00 

Annual Fee for Industrial Discharge Service charges shall be non-refundable and shall be assessed 
in advance each January by the Company by special billing. For new customers receiving this service, 
a prorated charge shall be assessed. 
(a1 Rounded 

36.56% 
36.56% 
36.67% 
36.72% 
36.41% 

36.50% 
36.50% 
36.50% 
36.50% 
36.50% 



Arizona American - Anthem / Agua Fria Wastewater Exhibit 
(Formerly Citizens Water Services / Wastewater) 

Changes in Representative Rate Schedules 
Test Year Ended December 31,2001 

Rejoinder Schedule H-3 
Page 2 
Witness: Kozoman 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Other Service Charqes 
Establishment 
Establishment (After Hours) 
Reconnection (Deliquent) 
Reconnection (After Hours) 

Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 

NSF Check 
Deferred Payment, Per Month (b) 

Late Payment Charge 

Present Proposed 
Rates Rates 

$ 30.00 $ 30.00 
$ 45.00 $ 45.00 
$ 30.00 $ 40.00 
$ 45.00 $ 55.00 

** ** 
** ** 
*** *** 

$ 15.00 $ 15.00 
1.50% 1.50% 

1.50% 1.50% 

** PER COMMISSION RULES (R14-2-403.B) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTI l r r ,  WILL COLLECT FROM 

JJS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

(a) 1.00% of the monthly minimum for a comparable sized meter connection, but no less than $5 per month 

Annual Fee for Industrial Dischame Service 
For those customers consuming an amount of water less than or equal 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irr $ 500.00 $ 500.00 

For those customers consuming an amount of water greater than 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irr $ 1,000.00 $ 1,000.00 

Annual Fee for Industrial Discharge Service charges shall be non-refundable and shall be assessed 
in advance each January by the Company by special billing. For new customers receiving this service, 
a prorated charge shall be assessed. 
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Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return or Income Taxes 

Exhibit 
Rejoinder Schedule G-9 
Page 1 
Witness: Kozoman 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a 
Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

$1.1279 
8.79 
1.52 
1.62 

$ 11.93 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 9.24 
Proposed Commodity Rate 

0 to 4,000 $ 0.81 

Over 100,001 $ 1.45 
4,001 to 100,000 $ 1.21 

w w w m  
(Col. 2+ 3) 

Computed Costs, without Equity 
Return or Income Taxes 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 

52,350 

~ 

Monthly 
Minimum 
Revenue 
$ 11.93 
$ 11.93 

11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 
11.93 

Average Usage 
7,650 11.93 

Commodity 
Revenue 

$1.1279 
2.26 
3.38 
4.51 
5.64 
6.77 
7.90 
9.02 

10.15 
11.28 
12.41 
13.53 
14.66 
15.79 
16.92 
18.05 
19.17 
20.30 
21.43 
22.56 
23.69 
24.81 
25.94 
27.07 
28.20 
29.33 
30.45 
31.58 
32.71 
59.05 

8.63 

Total 
cost of 
Service 

$ 11.93 
$ 13.06 

14.19 
15.32 
16.45 
17.57 
18.70 
19.83 
20.96 
22.09 
23.21 
24.34 
25.47 
26.60 
27.73 
28.85 
29.98 
31.11 
32.24 
33.36 
34.49 
35.62 
36.75 
37.88 
39.00 
40.13 
41.26 
42.39 
43.52 
44.64 

m 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 

70.98 <-(a)-> 52,350 

m 
fCol, 8-41 [Col. 6 + 7 

Monthly 
Minimum commodity 
Revenue 
$ 9.24 

9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 

Average Usage 
20.56 7,650 9.24 

Revenue 

$ 0.81 
1.62 
2.43 
3.24 
4.45 
5.66 
6.87 
8.08 
9.29 

10.50 
11.71 
12.92 
14.13 
15.34 
16.55 
17.76 
18.97 
20.18 
21.39 
22.60 
23.81 
25.02 
26.23 
27.44 
28.65 
29.86 
31.07 
32.28 
33.49 
61.74 

7.66 

Total 
Revenue 
$ 9.24 

10.05 
10.86 
11.67 
12.48 
13.69 
14.90 
16.11 
17.32 
18.53 
19.74 
20.95 
22.16 
23.37 
24.58 
25.79 
27.00 
28.21 
29.42 
30.63 
31.84 
33.05 
34.26 
35.47 
36.68 
37.89 
39.10 
40.31 
41.52 
42.73 
70.98 

16.90 
(a) Usage level where revenues equal expenses, no recovery of return or income taxes 

Recovery 
of Expenses 

or, 
(Lack of 
Recovew) 

$ (2.69) 
(3.01) 
(3.33) 
(3.65) 
(3.97) 
(3.88) 
(3.80) 
(3.72) 
(3.64) 
(3.56) 
(3.47) 
(3.39) 
(3.31) 
(3.23) 
(3.15) 
(3.06) 
(2.98) 
(2.90) 
(2.82) 
(2.73) 
(2.65) 
(2.57) 
(2.49) 
(2.41) 
(2.32) 
(2.24) 
(2.16) 
(2.08) 
(2.00) 
(1.91) 
0.00 

(3.67) 
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Arizona American - Havasu Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study- Equity Return and Income Taxes 

Exhibit 
Rejoinder Schedule G-9 
Page 2 
Witness: Kozoman 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

Computed Commodity Cost from Rebuttal Schedule G-8, Page 4 

Computed Customer Cost for Meter from Rejoinder Schedule G-8, Page 4 

Computed Meter Cost for Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

$1.3059 

9.15 
2.10 
2.04 

$ 13.28 

Computed Service Line Cost for Meter from Rejoinder Schedule G-8, Page 4 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 518" Meter $ 9.24 
Proposed Commodity Rate 

0 to 4,000 $ 0.81 

Over 100,001 $ 1.45 
4,001 to 100,000 $ 1.21 

Q!J @!,JQJJu 
(Col. 2+ 3) 

Computed Costs, with Equity 
Return and Income Taxes 

Monthly Total 
Minimum Commodity Cost of 

Usacle 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 

205,800 

Revenue 
$ 13.28 
$ 13.28 

13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 
13.28 

Average Usage 
7,650 $ 13.28 

Revenue 

$1.3059 
2.61 
3.92 
5.22 
6.53 
7.84 
9.14 

10.45 
11.75 
13.06 
14.37 
15.67 
16.98 
18.28 
19.59 
20.90 
22.20 
23.51 
24.81 
26.12 
27.42 
28.73 
30.04 
31.34 
32.65 
33.95 
35.26 

268.76 

$ 9.990 

&& 
$ 13.28 
$ 14.59 

15.90 
17.20 
18.51 
19.81 
21.12 
22.42 
23.73 
25.04 
26.34 
27.65 
28.95 
30.26 
31.57 
32.87 
34.18 
35.48 
36.79 
38.10 
39.40 
40.71 
42.01 
43.32 
44.63 
45.93 
47.24 
48.54 

m 

Usaae 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 

282.05 <-(a)-> 205,800 

Monthly 
Minimum Commodity 
Revenue 
$ 9.24 

9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 
9.24 

Average Usage 
$ 23.27 7,650 $ 9.24 

Revenue 

$ 0.81 
1.62 
2.43 
3.24 
4.45 
5.66 
6.87 
8.08 
9.29 

10.50 
11.71 
12.92 
14.13 
15.34 
16.55 
17.76 
18.97 
20.18 
21.39 
22.60 
23.81 
25.02 
26.23 
27.44 
28.65 
29.86 
31.07 

272.81 

7.66 

Total 
Revenue 
$ 9.24 

10.05 
10.86 
11.67 
12.48 
13.69 
14.90 
16.11 
17.32 
18.53 
19.74 
20.95 
22.16 
23.37 
24.58 
25.79 
27.00 
28.21 
29.42 
30.63 
31.84 
33.05 
34.26 
35.47 
36.68 
37.89 
39.10 
40.31 

282.05 

16.90 

Recovery 
of Expenses 

Rate of 
Return & 

IncomeTax 
or (Lack of 
Recoverv) 

$ (4.04) 
(4.54) 
(5.04) 
(5.53) 
(6.03) 
(6.12) 
(6.22) 
(6.31) 
(6.41) 
(6.51) 
(6.60) 
(6.70) 
(6.79) 
(6.89) 
(6.99) 
(7.08) 
(7.18) 
(7.27) 
(7.37) 
(7.47) 

(7.75) 

(7.95) 

(7.56) 
(7.66) 

(7.85) 

(8.04) 
(8.14) 
(8.23) 
0.00 

(6.38) 
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Arizona American - Havasu Water 
Changes in Representative Rate Schedules 

Test Year Ended December 31, 2001 

Line Customer Classification 
- No. and Meter Size 
1 
2 
3 
4 Monthly Usage Charge for: 
5 

Percentage Increase in Monthly Minimums 
Percentage Increase in Commodity Rates 

Residential.Commercia1, Irricration. Resale and Miscellaneous Customers 
6 518 x 314 Inch (a) $ 
7 1 Inch (a) 
8 1112 Inch (a) 
9 2Inch (a) 
10 3Inch (4 
11 4Inch (a) 
12 6Inch (a) 
13 8Inch (a) 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 Gallons In  Minimum 
32 All, except Multi-unit 
33 
34 
35 
36 
37 
38 All, except Multi-unit 
39 
40 
41 
42 (a) Rounded 
43 
44 
45 
46 
47 
48 

Multi-unit properties - multiple of 518 inch minimum charge. 

Multi- unit - multiple of minimum 

Tier 1: Gallons umer limit 

Multi- unit - mutiple of tier 

Exhibit 
Rejoinder Schedule H-3 

Witness: Kozoman 
Page 1 

Present Proposed Percent 
Rates Rates Chanqe 

10.00 
17.10 
24.00 
33.60 
45.60 
57.60 

200.00 
400.00 

$ 12.90 
22.06 
30.96 
43.34 
58.82 
74.30 

258.00 
516.00 

1,000 1,000 

99,999,999 99,999,999 

29.00% 
29.01% 
29.00% 
28.99% 
28.99% 
28.99% 
29.00% 
29.00% 
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Arizona American - Havasu Water 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-3 

Witness: Kozoman 
Page 2 

Line Customer Classification 
__. No. and Meter Size 
1 
2 
3 
4 All, except Multi-unit 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 Tier 3: (Gallon over) 
16 All, except Multi-unit 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 Commodity Rates (Der 1,000 clallons over minimum and Der Tier) 
28 All, summer rate Tier 1 (a) $ 
29 All, summer rate Tier 2 (a) 
30 All, summer rate Tier 3 (a) 
31 All, summer rate Tier 4 (a) 
32 
33 All, winter rate Tier 1 (a) $ 
34 All, winter rate Tier 2 (a) 
35 All, winter rate Tier 3 (a) 
36 All, winter rate Tier 4 (a) 
37 
38 (a) Rounded 

Tier 2: (Gallon umer limit, UD to, but not exceedinq) 

Multi- unit - mutiple of tier 

Multi- unit - mutiple of tier 

Present Proposed Percent 
Rates Rates Chanae 

99,999,999 99,999,999 

99,999,999 99,999,999 

1.42 $ 
1.42 
1.42 
1.42 

1.31 $ 
1.31 
1.31 
1.31 

1.83 28.87% 
1.83 28.87% 
1.83 28.87% 
1.83 28.87% 

1.69 29.01% 
1.69 29.01% 
1.69 29.01% 
1.69 29.01% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Arizona American - Havasu Water 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-3 
Page 3 
Witness: Kozoman 

Other Service Charaes 
Establishment & Reestablishment 
Establishment (After Hours) 
Reconnection (Deliquent) 
Reconnection (After Hours) 
Meter Test 
Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 
Service Calls, Minimum Service Charge 
Service Calls, Minimum Service Charge, After Hours 
NSF Check 
Deferred Payment, Per Month 
Meter Re-Read 
Charge of Moving Customer Meter - 

Late Payment Charge, 1.50% of balance 
Damages to Meter Locks, Valves, Seals 
Sprinklers 

Customer Requested 

Present Proposed 

$ 25.00 $ 25.00 
$ 35.00 $ 35.00 

** ** 
** ** 
*** *** 

$ 25.00 $ 25.00 
$ 35.00 $ 35.00 
$ 10.00 $ 10.00 

(b) (b) 
$ 5.00 5.00 

cost cost 

cost cost (2) 
(a) 

(1) Greater of 1.50% or $5.00 Present Rates or 1.5% or $10.00 Proposed Rates. 
(2) $40.00 plus actual cost of making repairs. 
** PER COMMISSION RULES (R14-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
IN  ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 
AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES, 
OR, THE COMPANY MAY ELECT TO PAY THE INCOME TAXES, IF APPLICABLE. 

(b) May include a service charge 
Present Charaes 
Service Charges 
Installation of Proposed 

Ser. Line Charses Meter Size Meter 
518 x 314 Inch $210.00 $ 65.00 $500 

1 Inch $215.00 $110.00 $660 
3 1 4  Inch $210.00 $ 85.00 $575 

1 1/2 Inch $225.00 $250.00 $900 
2 Inch $275.00 $375.00 $2,220 
3 Inch Cost cost cost 
4 Inch cost cost cost 
6 Inch cost cost cost 
8 Inch cost cost Cost 
Meters Larger than 8" Cost cost cost 

As meters and service lines are now taxable income for income purposes, The Company 
shall collect income taxes on the meter and service line charges. 
Any tax collected will be refunded each year that the meter deposit is refunded. 
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Arizona American - Mohave Water Exhibit 
Test Year Ended December 31,2001 Rejoinder Schedule G-9 

Cost of Service Study, Using Commodity Demand Method, With Demand Charged to Commodity Page 1 
Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study Witness: Kozoman 

to Computed Rates from Cost of Service Study without Equity Return and Income Taxes 
Based on ACC Staff Direct Filing, as Staff has not proposed Surrebuttal Rates 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a $0.6877 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 7.37 
1.31 
1.65 

$ 10.32 

Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 7.27 
Proposed Commodity Rate 

Q!J 
(Col. 2+ 3) 

ComDuted Costs. without Eauity 
Return or Income Taxes 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 

8,730 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

Monthly 
Minimum 
Revenue 
$ 10.32 
$ 10.32 

10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 
10.32 

Average Usage 
8,787 10.32 

Commodity 
Revenue 

$0.6877 
1.38 
2.06 
2.75 
3.44 
4.13 
4.81 
5.50 
6.00 
6.19 
6.88 
7.56 
8.25 
8.94 
9.63 

10.31 
11.00 
11.69 
12.38 
13.07 
13.75 
14.44 
15.13 
15.82 
16.50 
17.19 
17.88 
18.57 
19.25 

6.04 

Total 
cost of 
Service 

$ 10.32 
$ 11-01 

11.70 
12.39 
13.07 
13.76 
14.45 
15.14 
15.82 Usage 
16.33 <-Level-> 
16.51 When 
17.20 Revenues 
17.89 Equal 
18.57 Expenses 
19.26 (No Rate 
19.95 of Return 
20.64 on 
21.33 Equity 
22.01 or Income 
22.70 Taxes 
23.39 Included) 
24.08 
24.76 
25.45 
26.14 
26.83 
27.51 
28.20 
28.89 
29.58 

0 to 
4,001 to 

Over 100,001 

u 

m 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 

8,730 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

Qj..Jj 

Monthly 
Minimum 
Revenue 
$ 7.27 

7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 

Average Usage 
16.37 8,787 7.27 

4,000 $ 0.81 
100,000 $ 1.23 

$ 1.47 

w m -  Col. 9 
(Col. 6 + 7 (Col. 8-43 

Commodity 
Revenue 

$ 0.81 
1.62 
2.43 
3.24 
4.47 
5.70 
6.93 
8.16 
9.06 
9.39 

10.62 
11.85 
13.08 
14.31 
15.54 
16.77 
18.00 
19.23 
20.46 
21.69 
22.92 
24.15 
25.38 
26.61 
27.84 
29.07 
30.30 
31.53 
32.76 

9.13 

Total 
Revenue 
$ 7.27 

8.08 
8.89 
9.70 

10.51 
11.74 
12.97 
14.20 
15.43 
16.33 
16.66 
17.89 
19.12 
20.35 
21.58 
22.81 
24.04 
25.27 
26.50 
27.73 
28.96 
30.19 
31.42 
32.65 
33.88 
35.11 
36.34 
37.57 
38.80 
40.03 

16.40 

Recovery 
of Expenses 

or, 
(Lack of 
Recoverv) 

$ (3.05) 
(2.93) 
(2.81) 
(2.69) 
(2.56) 

(1.48) 
(0.94) 
(0.39) 
0.00 
0.15 
0.69 
1.23 
1.78 
2.32 
2.86 
3.40 
3.94 
4.49 
5.03 
5.57 
6.11 
6.66 
7.20 
7.74 
8.28 
8.83 
9.37 
9.91 

10.45 

0.03 

(2.02) 
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Arizona American - Mohave Water Exhibit 
Test Year Ended December 31, 2001 Rejoinder Schedule G-9 

Cost of Service Study, Using Commodity Demand Method, With Demand Charged to Commodity Page 2 
Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study Witness: Kozoman 
to Computed Rates from Cost of Service Study- Equity Return and Income Taxes 

Based on ACC Staff Direct Filing, as Staff has not proposed Surrebuttal Rates 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4 

Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

$0.8985 
7.74 
1.65 
1.97 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 

$11.36 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 7.27 
Proposed Commodity Rate 

0 to 4,000 $ 0.81 
4,001 to 100,000 $ 1.23 

Over 100,001 $ 1.47 

ComDuted Costs, with Eauitv 
Return and Income Taxes 

Monthly 
Minimum Commodity 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 

17,425 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 

Revenue 
$ 11.36 
$ 11.36 

11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 
11.36 

Average Usage 
8,787 $ 11.36 

Revenue 

$0.8985 
1.80 
2.70 
3.59 
4.49 
5.39 
6.29 
7.19 
8.09 
8.99 
9.88 

10.78 
11.68 
12.58 
13.48 
14.38 
15.27 
15.66 
16.17 
17.07 
17.97 
18.87 
19.77 
20.67 
21.56 
22.46 
23.36 
24.26 

$ 7.895 

Total 
cost of 
Service 

$ 11.36 
$ 12.26 

13.16 
14.06 
14.96 
15.85 
16.75 
17.65 
18.55 
19.45 
20.35 
21.25 
22.14 
23.04 
23.94 
24.84 
25.74 
26.64 
27.02 
27.54 
28.43 
29.33 
30.23 
31.13 
32.03 
32.93 
33.82 
34.72 
35.62 

usage 
<-Level-> 

When 
Revenues 

Equal 
Expenses 

and 
Return 

on Equity 
and 

Income 
Taxes 

Usaae 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 

17,425 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 

Monthly 
Minimum Commodity 
Revenue 
$ 7.27 

7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 
7.27 

Average Usage 
$ 19.26 8,787 $ 7.27 

Revenue 

$ 0.81 
1.62 
2.43 
3.24 
4.47 
5.70 
6.93 
8.16 
9.39 

10.62 
11.85 
13.08 
14.31 
15.54 
16.77 
18.00 
19.23 
19.75 
20.46 
21.69 
22.92 
24.15 
25.38 
26.61 
27.84 
29.07 
30.30 
31.53 

9.13 

Total 
Revenue 
$ 7.27 

8.08 
8.89 
9.70 

10.51 
11.74 
12.97 
14.20 
15.43 
16.66 
17.89 
19.12 
20.35 
21.58 
22.81 
24.04 
25.27 
26.50 
27.02 
27.73 
28.96 
30.19 
31.42 
32.65 
33.88 
35.11 
36.34 
37.57 
38.80 

16.40 

Recovery 
of Expenses 

Rate of 
Return t3 

Income Tax 
or (Lack of 
Recoverv) 

$ (4.09) 
(4.18) 
(4.27) 
(4.36) 

(4.11) 
(3.78) 

(3.12) 
(2.79) 
(2.46) 
(2.13) 
(1.79) 
(1.46) 
(1.13) 
(0.80) 

. (0.47) 
(0.14) 
0.00 
0.19 
0.53 
0.86 
1.19 
1.52 
1.85 
2.18 
2.52 
2.85 
3.18 

(2.86) 

(4.45) 

(3.45) 



Arizona 1 American Mohave Water 
Summary of Revenues by Customer Classification - Present and Proposed Rates 

Test Year Ended December 31,2001 

Customer Classification 
Line and/or 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

Meter Size 

Residential 5/8 Inch 
Residential 1 Inch 
Residential 1.5 Inch 
Residential 2 Inch 

Residential Muti-family 5/8 Inch 
Residential Muti-family 1 Inch 
Residential Muti-family 1.5 Inch 
Residential Muti-family 2 Inch 
Residential Muti-family 4 Inch 
Residential Muti-family 6 Inch 

Rio Water Residential 5/8 Inch 
Rio Water Residential 1 Inch 
Rio Water Residential 2 Inch 

Commercial 5/8 Inch 
Commercial 1 Inch 
Commercial 1.5 Inch 
Commercial 2 Inch 
Commercial 3 Inch 

Commercial Multi-Unit 5/8 Inch 
Commercial Multi-Unit 1 Inch 
Commercial Multi-Unit 1.5 Inch 
Commercial Multi-Unit 2 Inch 

Public Authority 58 Inch 
Public Authority 1 Inch 
Public Authority 1.5 Inch 
Public Authority 2 Inch 
Public Authority 3 Inch 
Public Authority 4 Inch 
Public Authority 6 Inch 

Private Fire 2 Inch 
Private Fire 4 Inch 
Private Fire 6 Inch 
Private Fire 8 Inch 
Private Fire 10 Inch 
Private Fire Hydrant 
Miscellaneous Revenues 

Present 
Revenues 

$2,648,370 
15,626 

14,500 

94,23 1 
44,888 
16,223 
248,296 
17,645 
162,922 

80,529 
26 
74 

125,418 
90,568 
28,828 
355,657 
51,990 

16,427 
3,014 
2,619 
9,383 

4,450 
5,109 
3,877 
61,130 
15,446 
19,712 
33,295 

264 
4,554 
1,539 
588 
180 

14,489 
108,705 

Proposed 
Revenues 

$2,736,091 
16,151 

14,991 

97,330 
46,366 
16,752 
256,444 
18,226 
168,254 

83,272 
27 
77 

129,600 
93,617 
29,799 
367,686 
53,740 

16,970 
3,113 
2,707 
9,695 

4,596 
5,281 
4,007 
63,199 
15,967 
20,377 
34,419 

273 
4,706 
1,590 
608 
,186 

14,963 
108,705 

Dollar 
Chanqe 

87,721 
526 

49 1 

3,099 
1,478 
529 

8,148 
580 

5,332 

2,743 
1 
3 

4,182 
3,049 
971 

12,028 
1,750 

542 
99 
88 
312 

146 
172 
130 

2,068 
521 
665 

1,124 

9 
152 
51 
20 
6 

474 

Exhibit 
Rejoinder Schedule H-1 
Page 1 
Witness: Kozoman 

Percent 
of 

Present 
Percent Water 
ChanQe Revenues 

3.31% 
3.36% 

3.38% 

3.29% 
3.29% 
3.26% 
3.28% 
3.29% 
3.27% 

3.41% 
3.41% 
3.41% 

3.33% 
3.37% 
3.37% 
3.38% 
3.37% 

3.30% 
3.27% 
3.35% 
3.32% 

3.29% 
3.37% 
3.36% 
3.38% 
3.38% 
3.38% 
3.37% 

3.33% 
3.33% 
3.33% 
3.33% 
3.33% 
3.27% 
0.00% 

60.90% 
0.36% 

0.33% 

2.17% 
1.03% 
0.37% 
5.71% 
0.41% 
3.75% 

1.85% 
0.00% 
0.00% 

2.88% 

0.66% 
8.18% 
1.20% 

0.38% 
0.07% 
0.06% 
0.22% 

0.10% 
0.12% 
0.09% 
1.41% 
0.36% 
0.45% 
0.77% 

0.01% 
0.10% 
0.04% 
0.01% 
0.00% 
0.33% 
2.50% 

2.08% 

Percent 
of 

Proposed 
Water 

Revenues 

60.94% 
0.36% 

0.33% 

2.17% 
1.03% 
0.37% 
5.71% 
0.4 1% 
3.75% 

1.85% 
0.00% 
0.00% 

2.89% 
2.09% 
0.66% 
8.19% 
1.20% 

0.38% 
0.07% 
0 .O6% 
0.22% 

0.10% 
0.12% 
0.09% 
1.4 1% 
0.36% 
0.45% 
0.77% 

0.01% 
0.10% 
0.04% 
0.01% 
0.00% 
0.33% 
2.42% 

Difference Between Bill Count Rev. & G/L Rev. 48,141 49,741 1,600 3.32% 1.11% 1.11% 
Subtotal of Water Revenues $4,348,715 $4,489,522 $ 140,807 3.24% 100.00% 100.00% 
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Arizona / American Mohave Water 
Summary of Revenues by Customer Classification - Present and Proposed Rates 

Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-1 
Page 2 
Witness: Kozoman 

Line 
- No. 
1 Residential 5/8 Inch 
2 Residential 1 Inch 
3 Residential 1.5 Inch 
4 Residential 2 Inch 
5 
6 Residential Muti-family 5/8 Inch 
7 Residential Muti-family 1 Inch 
8 Residential Muti-family 1.5 Inch 

9 Residential Muti-family 2 Inch 
10 Residential Muti-family 4 Inch 
11 Residential Muti-family 6 Inch 
12 
13 Rio Water Residential 5/8 Inch 
14 Rio Water Residential 1 Inch 
15 Rio Water Residential 2 Inch 
16 
17 Commercial 5/8 Inch 
18 Commercial 1 Inch 
19 Commercial 1.5 Inch 
20 Commercial 2 Inch 
21 Commercial 3 Inch 
22 
23 Commercial Multi-Unit 5/8 Inch 
24 Commercial Multi-Unit 1 Inch 
25 Commercial Multi-Unit 1.5 Inch 
26 Commercial Multi-Unit 2 Inch 
27 
28 Public Authority 58 Inch 
29 Public Authority 1 Inch 
30 Public Authority 1.5 Inch 
31 Public Authority 2 Inch 
32 Public Authority 3 Inch 
33 Public Authority 4 Inch 
34 Public Authority 6 Inch 
35 
36 Private Fire 2 Inch 
37 Private Fire 4 Inch 
38 Private Fire 6 Inch 
39 Private Fire 8 Inch 
40 Private Fire 10 Inch 
41 Private Fire Hydrant 
42 Total Revenue Annualization 
43 Revenues from Page 1 
44 Totals 

Present Proposed 
Revenues Revenues 

49,762 
1,073 

(1,244) 

(1,693) 
57 

(277) 

(13,893) 

(10,652) 

2,721 
287 
212 

2,096 
3,184 

10,608 
2,711 

3,966 
42 

(2,842) 

45 

(977) 

(18) 

132 

81 
132 

51,411 
1,109 

(1,286) 

(1174% 
59 

(286) 

(14,345) 

(10,994) 

2,813 
297 
219 

2,166 
3,291 

10,967 
2,802 

4,098 
43 

(2,936) 

46 

(1,010) 

(19) 

136 

84 
136 

Dollar 
Chanae 

1,649 
36 

(42) 

(57) 
2 

(9) 

(452) 

(343) 

93 
10 
7 

70 
107 

359 
91 

133 
1 

(93) 

2 

(33) 

(1) 

4 

3 
4 

Percent 
Chanue 

3.31% 
3.36% 

3.38% 

3.34% 
3.3 1 O/o 

3.24% 

3.26% 

3.22% 

3.41% 
3.41% 
3.40% 

3.33% 
3.37% 

3.3 8% 
3.36% 

3.35% 
3.26% 

3.28% 

3.36% 

3.38% 

3.33% 

3.33% 

3.33% 
3.33% 

Additional 

Bills to be 
to be Produced 

Issued in 1.000's 
2,662 19,964 

24 507 

Gallons 

111 1,326 
11 138 
9 99 

78 1,038 
60 1,603 

62 5,973 
10 1,436 

1 21 

44 

9 
11 

(95) (98) (3) 3.27% (12) 
45,417 46,955 1,538 3.39% 3,048 30,993 

4,348,715 4,489,522 140,807 3.24% 
4,394,133 4,536,477 142,344 3.24% 3,048 30,993 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Arizona / American Mohave Water Exhibit 
Changes in Representative Rate Schedules Rejoinder Schedule H-3 

Test Year Ended December 31,2001 Page 1 
Witness: Kozoman 

Customer Classification Present Proposed Percent 
and Meter Size Rates Rates Chanae 

Percentage Increase in Monthly Minimums 
Percentage Increase in Commodity Rates 

Monthly Usage Charge for: 
ResidentiaLCommercial, Irriqation, Resale and Miscellaneous Customers 
518 x 314 Inch (a) $ 
1 Inch (a> 
1 112 Inch (a> 
2 Inch (a) 
3 Inch (a> 
4 Inch (a> 
6 Inch (a) 
8 Inch (a> 
10 Inch (a> 
Multi-unit rates based on multiple of 518 Inch minimum 

Residential Rio Water 
518 Inch (a) 
1 Inch (a) 
2 Inch (a> 

Private Fire 
2 Inch or smaller 
4 Inch 
6 Inch 
8 Inch 
10 Inch 
12 Inch 
14 Inch 
20 Inch 

Per Sprinkler Head 
Per each Private Fire Hydrant 

Gallons In  Minimum 
All (except Rio Water) 

Rio Water 
(Multi-unit rates based on multiple o f )  

8.65 
15.00 
25.00 
30.00 
60.00 
90.00 

200.00 
400.00 

NIA 

8.930 
15.500 
25.830 
31.020 
61.990 
92.990 

206.650 
413.390 
715.200 

7.75 8.01 
7.75 8.01 
7.75 8.01 

3.00 
6.00 
9.00 

12.00 
15.00 
18.00 
21.00 
30.00 

3.10 
6.20 
9.30 

12.40 
15.50 
18.60 
21.70 
31.02 

0.51 0.53 
7.64 7.89 

1,000 1,000 

2,000 2,000 

Tier 1: Gallons umer limit 
All (except Rio Water) 999,999,999 999,999,999 

Rio Water 999,999,999 999,999,999 
(Multi-unit rates based on multiple of 518 inch gallons of water in minimum) 

(a) Rounded as needed 

3.24% 
3.33% 
3.32% 
3.40% 
3.32% 
3.32% 
3.33% 
3.35% 
NIA 

3.35% 
3.35% 
3.35% 

3.33% 
3.33% 
3.33% 
3.33% 
3.33% 
3.33% 
3.33% 
3.40% 

3.92% 
3.27% 



Arizona 1 American Mohave Water 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-3 
Page 2 
Witness: Kozoman 

Line Customer Classification 
- No. and Meter Size 
1 
2 
3 
4 All (except Rio Water) 
5 
6 Rio Water 
7 
8 
9 
10 
11 
12 
13 
14 
15 Tier 3: (Gallon over) 
16 All (except Rio Water) 
17 
18 Rio Water 
19 
20 
21 
22 
23 
24 
25 
26 
27 Commodity Rates (Der 1,000 aallons over minimum and Der Tier) 
28 All Tier 1 (a) $ 
29 All Tier 2 (a) 
30 All Tier 3 (a) 
31 All Tier 4 (a) 
32 
33 
34 
35 Rio Water Tier1 (a) $ 
36 Rio Water Tier 2 (a) 
37 Rio Water Tier 3 (a) 
38 Rio Water Tier 4 (a) 
39 
40 (a) Rounded as needed 

Tier 2: (Gallon umer limit, UD to, but not exceeding) 

(Multi-unit rates based on multiple of 5/8 Meter Charge) 

(Multi-unit rates based on multiple of 5/8 Meter Charge) 

Present Proposed Percent 
Rates Rates Chanse - 

999,999,999 999,999,999 

999,999,999 999,999,999 

999,999,999 999,999,999 

999,999,999 999,999,999 

1.48 $ 1.53 
1.48 1.53 
1.48 1.53 
1.48 1.53 

1.75 $ 1.81 
1.75 1.81 
1.75 1.81 
1.75 1.81 

3.38% 
3.38% 
3.38% 
3.38% 

3.43% 
3.43% 
3.43% 
3.43% 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Arizona 1 American Mohave Water Exhibit 
Changes in Representative Rate Schedules Rejoinder Schedule H-3 

Test Year Ended December 31,2000 Page 3 
Witness: Kozoman 

Other Service Charaes 
Establishment 
Re-esta blishment 
Reconnection (Deliq uen t) 
Reconnection (After Hours) 
Disconnection 
Reconnection (After Hours) 
Meter Test 
Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 

Present 
&I& 

$ 25.00 
$ 20.00 
$ 25.00 
$ 40.00 
$ 25.00 
$ 40.00 
$ 10.00 ** 

** 
*** 

Proposed 
Rates 

$ 25.00 
$ 20.00 
$ 25.00 
$ 40.00 
$ 25.00 
$ 40.00 
$ 10.00 

** 
** 
*** 

NSF Check $ 15.00 $ 15.00 
Deferred Payment, Per Month (b) 1.50°/o 1.50% 
Meter Re-Read $ 15.00 $ 15.00 
Charge of Moving Customer Meter - 

Late Payment Charge, greater of 1.50% or $ 5.00 $ 5.00 (1) 

Sprinklers 

Customer Requested cost cost 

Damages to Meter Locks, Valves, Seals cost cost (2) 
See Sch. H-3, Page 1 

** PER COMMISSION RULES (R14-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
IN ADDITION TO M E  COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

Meter Size 
518 x 3/4 Inch 
3 1 4  Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 
8 Inch 

Present 
Charges 

$275 
$295 
$325 

$650 
$475 

cost 
cost 
cost 
cost 

Proposed 
Charqes 

$500 
$575 
$660 
$900 

$1,525 
cost 
cost 
cost 
cost 

As meters and service lines are now taxable income for income purposes, The Company 
shall collect income taxes on the meter and service line charges. 
Any tax collected will be refunded each year that the meter deposit is refunded. 

Foothills System / Facility Construction Advance 
Per Equivalent Residential Unit $350.00 
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- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
5 1  
52 
53 
54 
55 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return and Income Taxes 

Exhibit 
Rebuttal Schedule G-9 
Page 1 
Witness: Kozoman 

Line 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a $0.8021 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

$ 7.91 
0.79 
1.13 

$ 9.84 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 6.59 
Proposed Commodity Rate 

0 to 4,000 $ 0.78 
4,001 to 100,000 $ 1.17 

Over 100,001 $ 1.39 

Ql.LL u 
(Col. 2+ 3) 

ComDuted Costs, without Eauity 
Return or Income Taxes 

!&gg 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
13,070 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 

Monthly 
Minimum 
Revenue 
$ 9.84 
$ 9.84 

9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 
9.84 

Average Usage 
8,361 9.84 

Commodity 
Revenue 

$0.8021 
1.60 
2.41 
3.21 
4.01 
4.81 
5.61 
6.42 
7.22 
8.02 
8.82 
9.63 

10.43 
10.48 
11.23 
12.03 
12.83 
13.64 
14.44 
15.24 
16.04 
16.84 
17.65 
18.45 
19.25 
20.05 
20.86 
21.66 
22.46 
23.26 
24.06 

6.71 

Total 
cost of 
Service 

$ 9.84 
$ 10.64 

11.44 
12.24 
13.04 
13.85 
14.65 
15.45 
16.25 
17.06 
17.86 
18.66 
19.46 
20.26 
20.32 
21.07 
21.87 
22.67 
23.47 
24.27 
25.08 
25.88 
26.68 
27.48 
28.29 
29.09 
29.89 
30.69 
31.49 
32.30 
33.10 
33.90 

Usage 
<-Level- > 

When 
Revenues 

Equal 
Expenses 

(No Rate 
of Return 

on 
Equity 

or Income 
Taxes 

Included) 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
13,070 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 

Revenue 
$ 6.59 

6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 

m w m  w 
(Col. 6 + 7 LCOl. 8-4) 

Recovery 
of Expenses 

Monthly or, 
Minimum Commodity Total (Lack of 

Revenue Recoverv) 
$ 6.59 $ (3.25) 

7.37 (3.27) 
8.15 (3.29) 
8.93 (3.31) 
9.71 (3.33) 

10.88 (2.97) 
12.05 (2.60) 
13.22 (2.23) 
14.39 (1.86) 
15.56 (1.50) 
16.73 (1.13) 
17.90 (0.76) 
19.07 (0.39) 
20.24 (0.02) 
20.32 0.00 
21.41 0.34 
22.58 0.71 
23.75 1.08 
24.92 1.45 
26.09 1.82 
27.26 2.18 
28.43 2.55 
29.60 2.92 
30.77 3.29 
31.94 3.65 
33.11 4.02 
34.28 4.39 
35.45 4.76 
36.62 5.13 
37.79 5.49 
38.96 5.86 
40.13 6.23 

Average Usage 
16.54 8,361 6.59 14.81 (1.73) 

Revenue 

$ 0.78 
1.56 
2.34 
3.12 
4.29 
5.46 
6.63 
7.80 
8.97 

10.14 
11.31 
12.48 
13.65 
13.73 
14.82 
15.99 
17.16 
18.33 
19.50 
20.67 
21.84 
23.01 
24.18 
25.35 
26.52 
27.69 
28.86 
30.03 
31.20 
32.37 
33.54 

8.22 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study- Equity Return and Income Taxes 

Exhibit 
Rebuttal Schedule G-9 
Page 2 
Witness: Kozoman 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4 
Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

$0.9912 
8.35 
1.13 
1.43 

$ 10.91 

ACC Staff Prooosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 6.59 
Proposed Commodity Rate 

0 to 4,000 $ 0.78 
4,001 to 100,000 $ 1.17 

Over 100,001 $ 1.39 

QjJ, u u u  
(Col. 2+ 3) 

Computed Costs, with Equity 
Return and Income Taxes 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

32,900 

Monthly 
Minim u rn 
Revenue 
$ 10.91 
$ 10.91 

10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 
10.91 

Commodity 
Revenue 

$0.9912 
1.98 
2.97 
3.96 
4.96 
5.95 
6.94 
7.93 
8.92 
9.91 

10.90 
11.89 
12.88 
13.88 
14.87 
15.86 
16.85 
17.84 
18.83 
19.82 
20.81 
21.81 
22.80 
23.79 
24.78 
25.77 
26.76 
27.75 
32.61 

Total 
cost of 
Service 

$ 10.91 
$ 11.91 

12.90 
13.89 
14.88 
15.87 
16.86 
17.85 
18.84 
19.83 
20.83 
21.82 
22.81 
23.80 
24.79 
25.78 
26.77 
27.76 
28.75 
29.75 
30.74 
31.73 
32.72 
33.71 
34.70 
35.69 
36.68 
37.68 
38.67 

u 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

43.52 <-(a)-> 32,900 

u w m  
(COI. 6 + 7 {Col, 8-41 

Monthly 
Minimum Commodity 
Revenue 
$ 6.59 

6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 
6.59 

Average Usage 
8,361 $ 10.91 $ 8.287 

(a) Usage when revenues equals costs and rate of return and income taxes 

Average Usage 
$ 19.20 8,361 $ 6.59 

Revenue 

$ 0.78 
1.56 
2.34 
3.12 
4.29 
5.46 
6.63 
7.80 
8.97 

10.14 
11.31 
12.48 
13.65 
14.82 
15.99 
17.16 
18.33 
19.50 
20.67 
21.84 
23.01 
24.18 
25.35 
26.52 
27.69 
28.86 
30.03 
31.20 
36.93 

8.22 

Total 
Revenue 
$ 6.59 

7.37 
8.15 
8.93 
9.71 

10.88 
12.05 
13.22 
14.39 
15.56 
16.73 
17.90 
19.07 
20.24 
21.41 
22.58 
23.75 
24.92 
26.09 
27.26 
28.43 
29.60 
30.77 
3 1.94 
33.11 
34.28 
35.45 
36.62 
37.79 
43.52 

14.81 

Recovery 
of Expenses 

Rate of 
Return &. 

IncomeTax 
or (Lack of 
Recovervl 

$ (4.32) 
(4.54) 
(4.75) 

(4.99) 

(4.45) 

(4.96) 
(5.17) 

(4.81) 
(4.63) 

(4.27) 
(4.10) 
(3.92) 

(3.56) 
(3.38) 
(3.20) 
(3.02) 
(2.84) 
(2.66) 
(2.49) 
(2.31) 
(2.13) 
(1.95) 
(1.77) 
(1.59) 
(1.41) 
(1.23) 
(1.06) 
(0.88) 
0.00 

(3.74) 

(4.39) 
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Arizona American - Sun City 
Test Year Ended December 31,2001 

Summary of Revenues by Customer Classification - Present and Proposed Rates 
With Annualized Revenues to Year End Number of Customers 

Line Meter 
No. Size Customer Classification 
1 5/8 Inch Residential 
2 3/4 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 6 Inch Residential 
8 5/8 Inch Commercial 
9 3/4 Inch Commercial 
10 1 Inch Commercial 
11 1.5 Inch Commercial 
12 2 Inch Commercial 
13 3 Inch Commercial 
14 4 Inch Commercial 
15 6 Inch Commercial 
16 1 Inch Irrigation 
17 1.5 Inch Irrigation 
18 2 Inch Irrigation 
19 3 Inch Irrigation 
20 6 Inch Irrigation 
21 3 Inch Public Interruptible 
22 8 Inch Public Interruptible 
23 3 Inch Fire Protection 
24 4 Inch Fire Protection 
25 6 Inch Fire Protection 
26 8 Inch Fire Protection 
27 Standby 
28 Miscellaneous Revenues 
29 Subtotal of Water Revenues 
30 
31 
32 
33 
34 
35 5/8 Inch Residential 
36 1 Inch Residential 
37 1.5 Inch Residential 
38 2 Inch Residential 
39 5/8 Inch Commercial 
40 3/4 Inch Commercial 
41 1 Inch Commercial 
42 1.5 Inch Commercial 
43 2 Inch Commercial 
44 3 Inch Commercial 
45 1.5 Inch Irrigation 
46 2 Inch Irrigation 
47 3 Inch Irrigation 
48 6 Inch Irrigation 
49 3 Inch Public Interruptible 
50 4 Inch Fire Protection 
51 6 Inch Fire Protection 
52 8 Inch Fire Protection 
53 Total Water Annualization 
54 Total Water Revenues with Annualization 

Present 
Revenues 
$2,662,562 

1,817 
66,498 

1,485,121 
632,378 
13,103 
6,383 
25,941 
3,226 
48,884 
150,893 
280,522 
71,578 
71,802 
203,846 

339 
98,009 
6,157 
1,142 

114,183 
3,193 

19 
72 

5,814 
7,150 
2,480 
2,646 

Proposed 
Revenues 

$ 4,624,450 
3,150 

115,187 
2,571,799 
1,095,144 

22,671 
11,065 
45,004 
5,594 
84,743 
261,448 
485,631 
123,900 
124,152 
352,413 

590 
170,347 
10,703 
1,984 

198,501 
5,555 

33 
125 

10,103 
12,424 
4,309 
4,596 

Dollar 
Chanae 

$1,961,888 
1,333 
48,689 

1,086,678 
462,765 
9,568 
4,681 
19,064 
2,368 
35,860 
110,556 
205,108 
52,322 
52,351 
148,567 

250 
72,338 
4,546 
842 

84,318 
2,362 

14 
53 

4,289 
5,274 
1,829 
1,950 

Exhibit 
Rejoinder Schedule H-1 
Page 1 
Witness: Kozoman 

Percent 
of 

Present 
Percent Water 
Chanae Revenues 
73.68% 43.80% 
73.39% 
73.22% 
73.17% 
73.18% 
73.02% 
73.33% 
73.49% 
73.40% 
73.36% 
73.27% 
73.12% 
73.10% 
72.91% 
72.88% 
73.77% 
73.81% 
73.84% 
73.76% 
73.84% 
74.00% 
74.00% 
73.67% 
73.78% 
73.76% 
73.75% 
73.7 1% 

0.03% 
1.09% 
24.43% 
10.40% 
0.22% 
0.11% 
0.43% 
0.05% 
0.80% 
2.48% 
4.6 1 O/o 

1.18% 
1.18% 
3.35% 
0.01% 
1.61% 
0.10% 
0.02% 
1.88% 
0.05% 
0.00% 
0.00% 
0.10% 
0.12% 
0.04% 
0 .O4% 

Percent 
of 

Proposed 
Water 

Revenues 
44.21% 
0.03% 
1.10% 
24.59% 
10.47% 
0 * 22% 
0.11% 
0.43% 
0.05% 
0.81% 
2.50% 
4.64% 
1.18% 
1.19% 
3.37% 
0.01% 
1.63% 
0.10% 
0 * 02% 
1.90% 
0.05% 
0.00% 
0.00% 
0.10% 
0.12% 
0.04% 
0.04% 

113,419 113,419 0.00% 1.87% 1.08% r 
Revenue Annualization (a) 

Present Proposed Dollar 
Revenues Revenues Chanae 

10,636 18,492 7,856 
404 700 296 

1,046 1,810 764 
5,905 10,226 4,322 
421 732 311 
(70) (122) (52) 
(343) (595) (252) 
863 1,496 633 

5,008 8,668 3,661 
(3,159) (5,470) (2,311) 

(4) (6) (3) 
(594) (1,033) (439) 
(97) (169) (72) 

83,116 144,493 61,377 
(3,193) (5,555) (2,362) 
126 219 93 
200 348 148 

Additional Gallons to 
Percent Bills to be be Pumped 
Chanae Issued I I n  1,000’s) 
73.86% 1,004 7,612 
73.25% 9 327 
73.11% 9 878 
73.19% 49 4,522 
73.88% 42 293 
73.80% (6) (53) 
73.43% (11) (236) 

73.16% (15) (2317) 
73.85% (4) 
73.83% (2) (788) 
73.77% (1) (42) 

74.00% (13) (6,385) 

73.35% 14 535 
73.11% 32 4,070 

73.84% 8 126,136 

73.78% 14 
73.76% 16 

(80) (139) (59) 73.75% (4) 
100,185 174,097 73,911 73.77% 1,145 134,549 

6,179,363 10,633,139 4,453,775 72.07% 
55 (a) Customer Growth Annualization is calculated by computing the change in the number of customers by month from 
56 
57 revenue for that month. 

the beginning of the year to the end of the year, and then multipling the additional customers times the average 
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Arizona American - Sun City 
Test Year Ended December 31, 2001 

Analysis of Revenue by Detailed Class at Average Usage 

Exhibit 
Rejoinder Schedule H-2 
Page 1 
Witness: Kozoman 

Customer 
Line Classification 
- No. andlor Meter Size 
1 5/8 Inch Residential 
2 3/4 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 4 Inch Residential 
8 6 Inch Residential 
9 5/8 Inch Commercial 
10 3/4 Inch Commercial 
11 1 Inch Commercial 
12 1.5 Inch Commercial 
13 2 Inch Commercial 
14 3 Inch Commercial 
15 4 Inch Commercial 
16 6Inch Commercial 
17 1 Inch Irrigation 
18 1.5 Inch Irrigation 
19 2 Inch Irrigation 
20 3 Inch Irrigation 
21 4 Inch Irrigation 
22 6 Inch Irrigation 
23 3 Inch Public Interruptible 
24 8 Inch Public Interruptible 
25 3 Inch Fire Protection 
26 4 Inch Fire Protection 
27 6 Inch Fire Protection 
28 8 Inch Fire Protection 
29 10 Inch Fire Protection 
30 Standby 
31 
32 Totals 
33 
34 Actual1 Year End Number 
35 of Customers: 
36 

(a) 
Average 

Number of 
Customers Revenues 

at Average Present Proposed 
12131101 

19,214 
8 

117 
1,312 

425 
3 

2 
198 
21 

126 
181 
155 
23 
5 
7 
2 

117 
1 
1 

1 
1 
1 
1 

54 
48 
10 

63 

22,098 

22,195 

Consumotion Rates 
8,361 $ 11.17 

15;869 
38,788 
73,721 
91,864 

137,292 
7,054 

22,247 
46,341 

120,339 
204,111 

1,190,450 
2,486,155 

77 
64,318 

613,500 
27,462 

10,762,250 
491,154 

3,167 

18.08 
47.17 
94.30 

123.99 

$ 265.79 
10.15 

31.95 
69.11 

150.19 
256.26 

1,196.69 
2,426.74 

13.05 
13.05 
13.05 
13.05 

7,136.46 
245.58 

1.58 
6.00 
9.00 

12.50 
20.00 

3.50 

Rgtes 
$ 19.42 

31.36 
81.70 

163.31 
214.73 

$ 460.70 
17.65 

55.40 
119.77 
260.01 
443.60 

2,069.21 
4,195.40 

22.68 
22.68 
22.68 
22.68 

12,406.31 
427.30 

2.76 
10.42 
15.64 
21.72 
34.75 

6.08 

Proposed Increase 
Dollar Percent 

Amount Amount 
8.25 73.86% 

13.28 73.47% 
34.54 73.23% 
69.00 73.17% 
90.74 73.18% 

0.00% 
0.00% 

194.92 73.33% 
7.50 73.89% 

0.00% 
23.46 73.42% 
50.66 73.30% 

109.82 73.12% 
187.33 73.10% 
872.51 72.91% 

1,768.65 72.88% 
9.63 73.77% 

9.63 73.77% 
9.63 73.77% 

0.00% 
5,269.85 73.84% 

181.73 74.00% 
1.17 74.00% 
4.42 73.67% 
6.64 73.78% 
9.22 73.76% 

14.75 73.75% 
0.00% 

2.58 73.71% 

9.63 73.77% 

37 (a) Average number of customers of less than one (I), indicates that less than 12 bills were issued during the year. 
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Arizona American - Sun City 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Exhibit 
Rejoinder Schedule H-3 
Page 1 
Witness: Kozoman 

Present Proposed Percent 
Rates Chanae Rates 

Line Customer Classification 
- No, and Meter Size 
1 Percentage Increase in Monthly Minimums 
2 Percentage Increase in Commodity Rates 
3 
4 Monthly Usage Charge for: 
5 ResidentiaLCommercial 
6 518 x 3j4 Inch 
7 314 Inch 
8 1 Inch 
9 11/2Inch 
10 2Inch 
11 3Inch 
12 4Inch 
13 6Inch 
14 
15 Private Fire Protection 
16 Flat Rate 3 
17 Flat Rate 4 
18 Flat Rate 6 
19 Flat Rate 8 
20 Flat Rate 10 
21 Standby 
22 Public Interruptible 
23 Irriqation 
24 1 Inch 
25 11/2 Inch 
26 2Inch 
27 3 Inch 
28 4Inch 
29 6Inch 
30 
31 
32 Gallons In  Minimum 
33 All 
34 
35 
36 
37 
38 Tier 1: Gallons umer limit 
39 All, except construction, irrigation, public interruptible 8,000 8,000 
40 Construction 999,999,999 999,999,999 
41 Irrigation 999,999,999 999,999,999 
42 Public Interruptible 999,999,999 999,999,999 
43 
44 I n  Addition to above charges, Company shall collect Groundwater Saving Fee Per Commission 
45 Decision 62293 
46 
47 (a) Rounded 

$ 5.00 $ 
5.00 

13.00 
28.00 
41.00 
70.00 

103.00 
141.00 

8.69 
8.69 

22.59 
48.65 
71.23 

121.62 
178.95 
244.97 

6.00 
9.00 

12.50 
20.00 
30.00 

3.50 

13.00 
28.00 
41.00 
70.00 

103.00 
141.00 

10.42 
15.64 
21.72 
34.75 
52.12 

6.08 

22.59 
48.65 
71.23 

121.62 
178.95 
244.97 

73.80% 
73.80% 
73.77% 
73.75% 
73.73% 
73.74% 
73.74% 
73.74% 

73.67% 
73.78% 
73.76% 
73.75% 
73.73% 

73.71% 

73.77% 
73.75% 
73.73% 
73.74% 
73.74% 
73.74% 
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Arizona American - Sun City 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Line Customer Classification 
- No. and Meter Size 
1 

Exhibit 
Rejoinder Schedule H-3 
Page 2 
Witness: Kozoman 

Present Proposed Percent 
Rates Rates Chanae 

L 
3 Tier 2: (Gallon umer limit, UD to, but not exceedinq) 
4 All, except construction, irrigation, public interruptible 999,999,999 999,999,999 
5 Construction 999,999,999 999,999,999 
6 Irrigation 999,999,999 999,999,999 
7 Public Interruptible 999,999,999 999,999,999 
8 
9 
10 Tier 3: (Gallon over) 
11 All, except construction, irrigation, public interruptible 999,999,999 999,999,999 
12 Construction 999,999,999 999,999,999 
13 Irrigation 999,999,999 999,999,999 
14 Public Interruptible 999,999,999 999,999,999 
15 
16 
17 Commoditv Rates (Der 1,000 qallons over minimum and Der Tier) 
18 All, except construction, irrigation, public interruptible Tier 1 (a) $ 0.73 $ 1.27 73.97% 
19 All, except construction, irrigation, public interruptible Tier 1 (a) 0.92 1.59 72.83% 
20 All, except construction, irrigation, public interruptible Tier 1 (a) 0.92 1.59 72.83% 
21 All, except construction, irrigation, public interruptible Tier 1 (a) 
22 
23 
24 Construction / Untreated CAP (a) $ 0.50 $ 0.87 74.00% 
25 
26 Irrigation (a) $ 0.65 $ 1.13 73.85% 
27 

$ 0.50 $ 0.87 74.009’0 
29 
30 Groundwater Withdrawal Assessment 
31 Groundwater Withdrawal Fees shall be collected as an assessment, and is subject to annual 
32 revisions as required due to changes in rates charged by the Arizona Department of Water 
33 Resources (“ADWR”). Includes an allowance of 10% lost and unaccounted for water. 
34 
35 (a) Rounded 

28 Public Interruptible (a) 
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Line 
- No. 

! 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Arizona American - Sun City 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Other Service Charqes 
Establishment 
Establishment (After Hours) 
Reconnection (Deliquent) 
Reconnection (After Hours) 
Meter Test 
Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 

Exhibit 
Rejoinder Schedule H-3 
Page 3 
Witness: Kozoman 

Present 
Rates 

$ 30.00 
$ 40.00 

$ 10.00 
** 
** 
*** 

Proposed 

$ 30.00 
$ 40.00 

$ 10.00 ** 
** 
*** 

NSF Check $ 10.00 $ 10.00 
Deferred Payment, Per Month (b) 1.50% 1.50% 
Meter Re-Read $ 5.00 $ 5.00 
Charge of Moving Customer Meter - 

Customer Requested cost cost 
Late Payment Charge, on balance of Acd. 1.50% 1.50% 
Damages to Meter Locks, Valves, Seals cost cost (2) 
Sprinklers 
(1) Greater of 1.50% or $5.00 Present Rates or 1.5% or $10.00 Proposed Rates. 
(2) $40.00 plus actual cost of making repairs. 
** PER COMMISSION RULES (R14-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
I N  ADDITION TO THE COLLECITON OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

(a) 1.00% of the monthly minimum for a comparable sized meter connection, but no less than $5 per month 

Present Charqes 
Service Charges 
Installation of 

Ser. Line Meter Meter Size - -  
518 x 3/4 Inch $255.00 $ 65.00 
3 / 4 Inch $255.00 $105.00 
1 Inch $275.00 $145.00 
1 1/2 Inch $290.00 $345.00 
2 Inch $315.00 $775.00 
3 Inch cost cost 
4 Inch cost cost 
6 Inch cost cost 
8 Inch cost cost 
Meters Larger than 8" Cost cost 

Proposed 
Charaes(*) 

$500 

$660 
$575 

$900 
$2,220 
cost 
cost 
cost 
cost 
cost 

As meters and service lines are now taxable income for income purposes, The Company 
shall collect income taxes on the meter and service line charges. 
Any tax collected will be refunded each year that the meter deposit is refunded. 

Company will not accept applications for new 3/4" meters after May 1, 1997. This meter size 
is obsolute. 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Summary of Revenues by Customer Classification - Present and Proposed Rates 
With Annualized Revenues to Year End Number of Customers 

Step-One Increase 

Line Meter 
No. Size - 
1 5/8Inch Residential 
2 3/4 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 6 Inch Residential 
8 5/8 Inch Commercial 
9 3/4 Inch Commercial 
10 1 Inch Commercial 
11 1.5 Inch Commercial 
12 2 Inch Commercial 
13 3 Inch Commercial 
14 4 Inch Commercial 
15 6 Inch Commercial 
16 1 Inch Irrigation 
17 1.5 Inch Irrigation 
18 2 Inch Irrigation 
19 3 Inch Irrigation 
20 6 Inch Irrigation 
21 3 Inch Public Interruptible 
22 8 Inch Public Interruptible 
23 3 Inch Fire Protection 
24 4 Inch Fire Protection 
25 6 Inch Fire Protection 
26 8 Inch Fire Protection 
27 Standby 
28 Miscellaneous Revenues 
29 Total Water Revenues 
30 
31 
32 
33 
34 
35 5/8 Inch Residential 
36 1 Inch Residential 
37 1.5 Inch Residential 
38 2 Inch Residential 
39 5/8 Inch Commercial 
40 3/4 Inch Commercial 
41 1 Inch Commercial 
42 1.5 Inch Commercial 
43 2 Inch Commercial 
44 3 Inch Commercial 
45 1.5 Inch Irrigation 
46 2 Inch Irrigation 
47 3 Inch Irrigation 
48 6 Inch Irrigation 
49 3 Inch Public Interruptible 
50 4 Inch Fire Protection 
51 6 Inch Fire Protection 
52 8 Inch Fire Protection 
53 Totals 
54 Total Water Revenues with Annualization 

Present 
Revenues 
$2,662,562 

1,817 
66,498 

1,485,121 
632,378 

13,103 
6,383 

25,941 
3,226 

48,884 
150,893 
280,522 
71,578 
71,802 

203,846 
339 

98,009 
6,157 
1,142 

114,183 
3,193 

19 
72 

5,814 
7,150 
2,480 
2,646 

Proposed 
Revenues 

$ 3,725,889 
2,544 

93,164 
2,080,990 

886,106 
18,367 
8,943 

36,323 
4,518 

68,469 
211,401 
393,124 
100,316 
100,663 
285,800 

475 
137,213 

8,620 
1,599 

159,857 
4,470 

27 
101 

8,140 
10,010 
3,472 
3,704 

Dollar 
Chanae 

$1,063,327 
727 

26,666 
595,869 
2 5 3 , 7 2 8 

5,263 
2,559 

10,383 
1,292 

19,585 
60,508 

112,602 
28,738 
28,862 
81,954 

136 
39,204 
2,463 

457 
45,673 

1,277 
8 

29 
2,326 
2,860 

992 
1,058 

39.94"/0 
40.03% 
40.10% 
40.12% 
40.12% 
40.17% 
40.09% 
40.02% 
40.05% 
40.06% 
40.10% 
40.14% 
40.15% 
40.20% 
40.20% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 

Exhibit 
Rejoinder Schedule H-1 
Page 1 
Witness: Kozornan 

Percent Percent 
of of 

Present Proposed 
Percent Water Water 
Chanae Revenues Re?rgnues 

43.80% 44.00% 
0.03% 
1.09% 

24.43 O/o 

10.40% 
0.22% 
0.11% 
0.43% 
0.05% 
0.80% 
2.48% 
4.61% 
1.18% 
1.18% 
3.35% 
0.01% 
1.61% 
0.10% 
0.02% 
1.88% 
0.05% 
0.00% 
0.00% 
0.10% 
0.12% 
0.04% 
0.04% 

0 .O3 O/o 

1.10% 
24.58% 
10.46% 
0.22% 
0.1 1% 
0.43% 
0.05% 
0.81% 
2.50% 
4.64% 
1.18% 
1.19% 
3.38% 
0.01% 
1.62% 
0.10% 
0.02% 
1.89% 
0.05% 
0.00% 
0.00% 
0.10% 
0.12% 
0.04% 
0.04% 

113,419 113,419 0.00% 1.87% 1.34% 
$6,079,178 $ 8,467,722 $2,388,544 39.29% 98.13% 98.66% 

Revenue Annualization (a) 
Present Proposed Dollar 

Revenues Revenues Chanae 
10,636 14,877 4,241 

404 566 162 
1,046 1,465 420 
5,905 8,274 2,369 

421 589 168 
(70) (98) (28) 

(343) (481) (137) 

5,008 7,018 2,010 

(4) (5) (1) 
(594) (832) (238) 
(97) (136) (39) 

863 1,209 346 

(3,159) (4,427) (1,268) 

83,116 116,363 33,247 
(3,193) (4,470) (1,277) 

126 176 50 
200 280 80 

Additional Gallons to 
Percent Bills to be be Pumped 
Chanae Issued [In l,OOO's] 

39.87% 1,004 7,612 
40.09% 9 327 
40.14% 9 878 
40.12% 49 4,522 
39.86% 42 293 
39.89% (6) (53) 
40.03% (11) (236) 
40.07% 14 535 
40.14% 32 4,070 
40.13 O h  (15) (2,317) 
40.00% (4) 
40.00% (2) (788) 
40.00% (1) (42) 
40.00% 8 126,136 
40.00% (13) (6,385) 
40.00% 14 
40.00% 16 

(80) (112) (32) 40.00% (4) 
100,185 140,257 40,072 40.00% 1,145 134,549 

bI1/Y,363 8,bU/,Y/Y 2 ,4LHIb b 3Y .JU"/o 
55 (a) Customer Growth Annualization is calculated by computing the change in the number of customers by month from 
56 
57 revenue for that month. 

the beginning of the year to the end of the year, and then multipling the additional customers times the average 



Arizona American - Sun City Water 
Test Year Ended December 31, 2001 

Analysis of Revenue by Detailed Class at Average Usage 
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Step-One Increase Witness: Kozoman 

Customer 
Line Classification 
- No. and/or Meter Size 
1 5/8 Inch Residential 
2 3/4 Inch Residential 
3 1 Inch Residential 
4 1.5 Inch Residential 
5 2 Inch Residential 
6 3 Inch Residential 
7 4 Inch Residential 
8 6 Inch Residential 
9 5/8 Inch Commercial 
10 314 Inch Commercial 
11 1 Inch Commercial 
12 1.5 Inch Commercial 
13 2 Inch Commercial 
14 3 Inch Commercial 
15 4 Inch Commercial 
16 6 Inch Commercial 
17 1 Inch Irrigation 
18 1.5 Inch Irrigation 
19 2 Inch Irrigation 
20 3 Inch Irrigation 
21 4 Inch Irrigation 
22 6 Inch Irrigation 
23 3 Inch Public Interruptible 
24 8 Inch Public Interruptible 
25 3 Inch Fire Protection 
26 4 Inch Fire Protection 
27 6 Inch Fire Protection 
28 8 Inch Fire Protection 
29 10 Inch Fire Protection 
30 Standby 
31 
32 Totals 
33 
34 Actual1 Year End Number 
35 of Customers: 
36 

(a) 
Average 

Number of 
Customers Revenues 

12/31/01 Consumetion Rates Rates 
at Average Present Proposed 

19,214 
8 

117 
1,312 

425 
3 

2 
198 
21 

126 
181 
155 
23 
5 
7 
2 

117 
1 
1 

1 
1 
1 
1 

54 
48 
10 

63 

22,098 

22,195 

8,361 
15,869 
38,788 
73,721 
91,864 

137,292 
7,054 

22,247 
46,341 

120,339 
204,111 

1,190,450 
2,486,155 

77 
64,318 

613,500 
27,462 

10,762,250 
491,154 

3,167 

$ 11.17 
18.08 
47.17 
94.30 

123.99 

$ 265.79 
10.15 

31.95 
69.11 

150.19 
256.26 

1,196.69 
2,426.74 

13.05 
13.05 
13.05 
13.05 

7,136.46 
245.58 

1.58 
6.00 
9.00 

12.50 
20.00 

3.50 

$ 15.63 
25.31 
66.08 

132.14 
173.74 

$ 372.35 
14.20 

44.74 
96.82 

210.48 
359.14 

1,677.72 
3,402.38 

18.27 
18.27 
18.27 
18.27 

9,991.05 
343.81 

2.22 
8.40 

12.60 
17.50 
28.00 

4.90 

ProDosed Increase 
Dollar Percent 

Amount Amount 
4.45 39.86% 
7.23 40.00% 

18.91 40.10% 
37.84 40.12% 
49.75 40.12% 

0.00% 
0.00% 

106.56 40.09% 
4.05 39.86% 

0.00% 
12.79 40.04% 
27.71 40.09% 
60.29 40.14% 

102.88 40.15% 
481.03 40.20% 
975.64 40.20% 

5.22 40.00% 
5.22 40.00% 
5.22 40.00% 
5.22 40.00% 

0.00% 
2,854.59 40.00% 

98.23 40.00% 
0.63 40.00% 
2.40 40.00% 
3.60 40.00% 
5.00 40.00% 
8.00 40.00% 

0.00% 
1.40 40.00% 

. -  

37 (a) Average number of customers of less than one (l), indicates that less than 12 bills were issued during the year. 
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Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Changes in Representative Rate Schedules 
Step-One Increase 

tine Customer Classification 
- No. and Meter Size 
1 Percentage Increase in Monthly Minimums 
2 Percentage Increase in Commodity Rates 
3 
4 Monthly Usage Charge for: 
5 Residentia1,Commercial 
6 518 x 314 Inch 
7 314 Inch 
8 1 Inch 
9 1112 Inch 
10 2Inch 
11 3 Inch 
12 4 Inch 
13 6Inch 
14 8Inch 
15 Private Fire Protection 
16 Flat Rate 3 
17 Flat Rate 4 
18 Flat Rate 6 
19 Flat Rate 8 
20 Flat Rate 10 
21 Standby 
22 Public Interruptible 
23 Irriqation 
24 1 Inch 
25 1112 Inch 
26 2 Inch 
27 3 Inch 
28 4Inch 
29 6 Inch 
30 
31 
32 Gallons In  Minimum 
33 All 
34 
35 
36 
37 
38 Tier 1: Gallons umer limit 
39 All, except construction, irrigation, public interruptible 
40 Construction 
41 Irrigation 
42 Public Interruptible 
43 
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Present Proposed Percent 
Rates Rates Chanae 

$ 5.00 $ 
5.00 

13.00 
28.00 
41.00 
70.00 

103.00 
141.00 

6.00 
9.00 

12.50 
20.00 
30.00 

3.50 

13.00 
28.00 
41.00 
70.00 

103.00 
141.00 

8,000 

7.00 40.00% 
7.00 40.00% 

18.20 40.00% 
39.20 40.00% 
57.40 40.00% 
98.00 40.00% 

144.20 40.00% 
197.40 40.00% 

8.40 40.00% 
12.60 40.00% 
17.50 40.00% 
28.00 40.00% 
42.00 40.00% 

4.90 40.00% 

18.20 40.00% 
39.20 40.00% 
57.40 40.00% 
98.00 40.00% 

144.20 40.00% 
197.40 40.00% 

8,000 
999,999,999 999,999,999 
999,999,999 999,999,999 
999,999,999 999,999,999 

44 In Addition to above charges, Company shall collect Groundwater Saving Fee Per Commission Decision 
45 62293 
46 
47 (a) Rounded 



Arizona American - Sun City Water 
Test Year Ended December 31,2001 

Changes in Representative Rate Schedules 
Step-One Increase 

Line Customer Classification 
- No. and Meter Size 
1 
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Present Proposed Percent 
Rates Rates Chanse 

L 
3 Tier 2: (Gallon umer limit, UD to, but not exceedinq) 
4 All, except construction, irrigation, public interruptible 999,999,999 999,999,999 
5 Construction 999,999,999 999,999,999 
6 Irrigation 999,999,999 999,999,999 
7 Public Interruptible 999,999,999 999,999,999 
8 
9 
10 Tier 3: (Gallon over) 
11 All, except construction, irrigation, public interruptible 999,999,999 999,999,999 
12 Construction 999,999,999 999,999,999 
13 Irrigation 999,999,999 999,999,999 
14 Public Interruptible 999,999,999 999,999,999 
15 
16 
17 Commoditv Rates (Der 1,000 qallons over minimum and Der Tier) 
18 All, except construction, irrigation, public interruptib Tier 1 (a) $ 0.73 $ 1.02 39.73% 
19 All, except construction, irrigation, public interruptib Tier 2 (a) 0.92 1.29 40.22% 
20 All, except construction, irrigation, public interruptib Tier 3 (a) 0.92 1.29 40.22% 
21 All, except construction, irrigation, public interruptib Tier 4 
22 
23 
24 Construction / Untreated CAP (a) $ 0.50 $ 0.7000 40.00% 
25 
26 Irrigation (a) $ 0.65 $ 0.91 40.00% 
27 
28 Public Interruptible (a) $ 0.50 $ 0.70 40.00% 
29 
30 Groundwater Withdrawal Assessment 
31 Groundwater Withdrawal Fees shall be collected as an assessment, and is subject to annual 
32 revisions as required due to changes in rates charged by the Arizona Department of Water 
33 Resources ("ADWR"). Includes an allowance of 10% lost and unaccounted for water. 
34 
35 (a) Rounded 
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Arizona American - Sun City Wastewater 
Summary of Revenues by Customer Classification - Present and Proposed Rates 

Test Year Ended December 31,2001 
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Customer Classification 
Line and/or 
- No. Meter Size 
1 Residential Units (SSR) 
2 Commercial/Residential Units (SSR) 
3 Commercial (SSC) 
4 Commercial Large User (SS6) 
5 Multi-family Residential Units (AC SSR) 
6 Commercial additional toilets (SS1) 
7 Commercial per dishwasher (SS2) 
8 Commercial per wash machine (SS3) 
9 Commercial per wash rack (SS4) 
10 Miscellaneous Revenues 
11 Subtotal of Revenues 
12 
13 
14 
15 Revenue Annualization 
16 Residential Units (SSR) 
17 Commercial/Residential Units (SSR) 
18 Commercial (SSC) 
19 Commercial Large User (SS6) 
20 Multi-family Residential Units (AC SSR) 
21 Commercial additional toilets (SS1) 
22 Commercial per dishwasher (SS2) 
23 Commercial per wash machine (SS3) 
24 Commercial per wash rack (SS4) 
25 Total Revenue Annualization 
26 
27 Total of Revenues 

Present 
Revenues 
$2,920,525 

116 
104,865 
64,965 

1,793,100 
133,438 
26,568 
5,457 
2,736 

Proposed 
Revenues 
8 3,070,295 

122 
110,292 
68,114 

1,885,054 
140,498 
27,947 
5,743 
2,879 

Dollar 
Chanae 

$ 149,771 
6 

5,426 
3,149 

91,954 
7,060 
1,379 

286 
143 

Percent 
of 

Present 
Percent Water 
Chanqe Revenues 

5.13% 57.78% 
5.13% 0.00% 
5.17% 2.07% 
4.85% 1.29% 
5.13% 35.47% 
5.29% 2.64% 
5.19% 0.53% 
5.24% 0.11% 
5.21% 0.05% 

Percent 
of 

Proposed 
Water 

Revenues 
57.78% 
0.00% 
2.08% 
1.28% 

3 5.47% 
2.64% 
0.53% 
0.11% 
0.05% 

2,859 2,859 0.00% 0.06% 0.05% 
$5,054,629 $5,313,802 $ 259,173 5.13% 100.00% 100.00% 

Present 
Revenues 

12,754 

1,809 

17,709 
329 
669 
49 

(1 16) 

Proposed 
Revenues 

13,408 

1,902 

18,617 
346 
704 
52 

(122) 

Dollar 
Chanae 

$ 654 

94 

908 
17 
35 
3 

(6) 

Percent Bills to be 
Chanqe Issued 

5.13% 99 1 

5.17% 117 

5.13% 1,376 
5.29% 87 
5.19% 23 
5.24% 7 

5.13% (9) 

29 30 2 5.21% 2 
33,233 34,939 1,706 5.13% 2,594 

5,087,862 5,348,741 260,879 5.13% 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Arizona American - Sun City Wastewater 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 

Customer Classification 
and Meter Size 

Monthly Usage Charge for: 
Residential and Commercial 
Residential (SSR) (a) 
Commercial (SSC) (a) 
Commercial Large User (SS6 based on consumption) (a) 
SS1 (commercial, additonal toilets) (a) 
SS2 (commercial restaurant, per dishwasher or garbage grinder) (a) 
SS3 (commercial laundromat, per washing machine) (a) 
SS4 (commercial, per wash rack) (a) 
Rental Rooms (a) 
Paradise Resort Park, Contract Rate 

Gallons In  Minimum 
Commercial SSR6 & Paradise Park Resort 

Commodity Rates (Der 1,000 aallons over minimum) 
Commercial SSR6 & Paradise Park Resort (a) 
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Present Proposed Percent 
Rates Rates Change 

$ 12.87 $ 13.53 
15.46 16.26 
32.80 34.50 
3.78 3.98 

29.10 30.61 
7.06 7.43 

14.40 15.15 
7.99 8.40 
3.94 3.94 

20,000 20,000 

$ 1.24 $ 1.30 

Annual Fee for Industrial Discharae Service 
For those customers consuming an amount of water less than or equal 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 500.00 $ 500.00 

For those customers consuming an amount of water greater than 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 1,000.00 $ 1,000.00 

Annual Fee for Industrial Discharge Service charges shall be non-refundable and shall be assessed 
in advance each January by the Company by special billing. For new customers receiving this service, 
a prorated charge shall be assessed. 

(a) Rounded 

5.13% 
5.17% 
5.18% 
5.29% 
5.19% 
5.24% 
5.21% 
5.13% 
0.00% 

4.84% 
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Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return and Income Taxes 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 

m u m  
(Col. 2+ 3) 

ComDuted Costs, without Eauity 
Return or Income Taxes 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 

6,090 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 

Monthly 
Minimum Commodity 
Revenue 
$ 7.12 
$ 7.12 

7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 
7.12 

Average Usage 
7,171 7.12 

Revenue 

$0.7281 
1.46 
2.18 
2.91 
3.64 
4.37 
4.43 
5.10 
5.82 
6.55 
7.28 
8.01 
8.74 
9.47 

10.19 
10.92 
11.65 
12.38 
13.11 
13.83 
14.56 
15.29 
16.02 
16.75 
17.47 
18.20 
18.93 
19.66 
20.39 
21.12 
21.84 

5.22 

Total 
cost of 
Service 

$ 7.12 
$ 7.84 

8.57 
9.30 

10.03 
10.76 
11.48 Usage 
11.55 <-Level-> 
12.21 When 
12.94 Revenues 
13.67 Equal 
14.40 Expenses 
15.13 (No Rate 
15.85 of Return 
16.58 on 
17.31 Equity 
18.04 or Income 
18.77 Taxes 
19.49 Included) 
20.22 
20.95 
21.68 
22.41 
23.13 
23.86 
24.59 
25.32 
26.05 
26.77 
27.50 
28.23 
28.96 

$0.7281 

4.36 
1.74 
1.01 

I $ 7.12 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 5.60 
Proposed Commodity Rate 

0 to 
4,001 to 

Over 100,001 

Average Usage 
12.34 7,171 5.60 

m 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 

6,090 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 

Monthly 
Minimum 
Revenue 
$ 5.60 

5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 

4,000 $ 0.84 
100,000 $ 1.24 

$ 1.52 

w m  m 
(COl. 6 + 7 [COI. 8-4) 

Commodity 
Revenue 

$ 0.84 
1.68 
2.52 
3.36 
4.60 
5.84 
5.95 
7.08 
8.32 
9.56 

10.80 
12.04 
13.28 
14.52 
15.76 
17.00 
18.24 
19.48 
20.72 
2 1.96 
23.20 
24.44 
25.68 
26.92 
28.16 
29.40 
30.64 
31.88 
33.12 
34.36 
35.60 

7.29 

Total 
Revenue 
$ 5.60 

6.44 
7.28 
8.12 
8.96 

10.20 
11.44 
11.55 
12.68 
13.92 
15.16 
16.40 
17.64 
18.88 
20.12 
21.36 
22.60 
23.84 
25.08 
26.32 
27.56 
28.80 
30.04 
31.28 
32.52 
33.76 
35.00 
36.24 
37.48 
38.72 
39.96 
41.20 

12.89 

Recovery 
of Expenses 

or, 
(Lack of 
Recoverv) 

$ (1.52) 
(1.40) 
(1.29) 

(1.07) 
(0.56) 
(0.04) 
0.00 
0.47 
0.98 
1.49 
2.00 
2.51 
3.03 
3.54 
4.05 
4.56 
5.07 
5.59 
6.10 
6.61 
7.12 
7.63 
8.15 
8.66 
9.17 
9.68 

10.19 
10.71 
11.22 
11.73 
12.24 

0.55 

(1.18) 
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Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study- Equity Return and Income Taxes 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4 
Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

w 
(Col. 2+ 3) 

ComDuted Costs, with Eauitv 
Return and Income Taxes 

Monthly 
Minimum Commodity 

Usaae 

1 , 000 
2,000 
3 , 000 
4,000 
5 , 000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

13,400 

Revenue 
$ 9.71 
$ 9.71 

9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 
9.71 

Average Usage 
7,171 $ 9.71 

Revenue 

$0.8138 
1.63 
2.44 
3.26 
4.07 
4.88 
5.70 
6.51 
7.32 
8.14 
8.95 
9.77 

10.58 
11.39 
12.21 
13.02 
13.83 
14.65 
15.46 
16.28 
17.09 
17.90 
18.72 
19.53 
20.34 
21.16 
21.97 
22.79 
10.90 

$ 5.836 

Total 
cost of 
Service 

$ 9.71 
$ 10.52 

11.34 
12.15 
12.96 
13.78 
14.59 
15.41 
16.22 
17.03 
17.85 
18.66 
19.47 
20.29 Usage 
21.10 <-Level-> 
21.92 When 
22.73 Revenues 
23.54 Equal 
24.36 Expenses 
25.17 and 
25.98 Return 
26.80 on Equity 
27.61 and 
28.43 Income 
29.24 Taxes 
30.05 
30.87 
31.68 
32.49 
20.61 <-(a)-> 
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$0.8138 
5.05 
1.32 
3.34 

$ 9.71 

ACC Staff PrODOSed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 5.60 
Proposed Commodity Rate 

0 to 4,000 $ 0.84 
4,001 to 100,000 $ 1.24 

Over 100,001 $ 1.52 

u 

1,000 
2 , 000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

13,400 

m m m  w 
(Col. 6 + 7 (Col, 8-42 

Monthly 
Minimum Commodity 
Revenue 
$ 5.60 

5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 
5.60 

Average Usage 
$ 15.54 7,171 $ 5.60 

Revenue 

$ 0.84 
1.68 
2.52 
3.36 
4.60 
5.84 
7.08 
8.32 
9.56 

10.80 
12.04 
13.28 
14.52 
15.76 
17.00 
18.24 
19.48 
20.72 
21.96 
23.20 
24.44 
25.68 
26.92 
28.16 
29.40 
30.64 
31.88 
33.12 
15.02 

7.29 
(a) Usage level when revenues equal expense, rate of return on equity and income taxes 

Total 
Revenue 
$ 5.60 

6.44 
7.28 
8.12 
8.96 

10.20 
11.44 
12.68 
13.92 
15.16 
16.40 
17.64 
18.88 
20.12 
21.36 
22.60 
23.84 
25.08 
26.32 
27.56 
28.80 
30.04 
31.28 
32.52 
33.76 
35.00 
36.24 
37.48 
38.72 
20.62 

12.89 

Recovery 
of Expenses 

Rate of 
Return 

Income Tax 
or (Lack of 
Recovery) 

$ (4.11) 
(4.08) 
(4.06) 
(4.03) 
(4.00) 
(3.58) 
(3.15) 
(2.73) 
(2.30) 
(1.87) 
(1.45) 

(0.59) 
(0.17) 
0.26 
0.68 
1.11 
1.54 

. 1.96 
2.39 
2.82 
3.24 
3.67 
4.09 
4.52 
4.95 
5.37 
5.80 
6.23 
0.00 

(2.65) 

(1.02) 
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Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Changes in Representative Rate Schedules 

Line Customer Classification 
- No. and Meter Size 
1 
2 
3 
4 Monthly Usage Charge for: 
5 

Percentage Increase in Monthly Minimums 
Percentage Increase in Commodity Rates 

Residentia1,Commercial. Irriqation, Resale and Miscellaneous Customers 
6 5/8 x 3/4 Inch (a) $ 
7 3/4 Inch (a> 
8 1 Inch (a> 
9 11/2Inch (a> 
10 2Inch (a> 
11 3Inch (a> 
12 4Inch (a> 
13 6Inch (a> 

16 General Fire Sprinkler Rate 4 I' (a> 
17 General Fire Sprinkler Rate 6 I' (a> 
18 General Fire Sprinkler Rate 8 'I (a) 
19 General Fire Sprinkler Rate 10 (a> 

14 
15 Construction / Tariff to be canceled, as it is no longer used 

20 
21 
22 
23 
24 
25 Gallons I n  Minimum 
26 All 
27 
28 
29 
30 
31 
32 All, except construction 
33 
34 
35 (a) Rounded 

Tier 1: Gallons uuuer limit 

Construction / Tariff to be canceled, as it is no longer used 
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Present Proposed Percent 
Rates Rates Chanae 

5.00 $ 
5.00 

13.00 
28.00 
41.00 
70.00 

103.00 
141.00 

8.00 
30.00 
45.00 
60.00 

120.00 

6.75 35.00% 
6.75 35.00% 

17.55 35.00% 
37.80 35.00% 
55.35 35.00% 
94.50 35.00% 

139.05 35.00% 
190.35 35.00% 

40.50 35.00% 
60.75 35.00% 
81.00 35.00% 

162.00 35.00% 

8,000 8,000 
999,999,999 999,999,999 
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Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Arizona American - Sun City West Water 
Test Year Ended December 31,2001 

Changes in Representative Rate Schedules 

Customer Classification 
and Meter Size 

Tier 2: (Gallon uuuer limit, uu to, but not exceeding) 
All, except construction 
Construction / Tariff to be canceled, as it is no longer used 

Tier 3: (Gallon over] 
All, except construction 
Construction / Tariff to be canceled, as it is no longer used 
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Present Proposed Percent 
Rates Rates Chanae 

999,999,999 999,999,999 
999,999,999 999,999,999 

999,999,999 999,999,999 
999,999,999 999,999,999 

Commoditv Rates (Per 1,000 qallons over minimum and per Tier) 
All, except construction (a) Tier 1 (a) $ 0.93 $ 1.25 34.41% 
All, except construction (a) Tier 2 (a) 1.12 1.51 34.82% 
All, except construction (a) Tier 3 (a) 1.12 1.51 34.82% 
All, except construction (a) Tier 4 (a) 

Construction / Tariff to be canceled, as it is no longer used 0.60 

Effluent Sales, per Acre Foot (a) 150.00 $ 202.27 34.85% 

Central Arizona Project - Raw Untreated Water - Per 1,000 Gallons 0.50 $ 0.67 34.00% 

In  Addition to above charges, Company shall collect Groundwater Saving Fee Per Commission Decision 
62293 
(a) Rounded 



Arizona American - Sun City West Water 
Changes in Representative Rate Schedules 

Test Year Ended December 31,2001 
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Line Present Proposed 
- No. Other Service Charges - R a t e s  
1 Establishment $ 30.00 $ 30.00 
2 Establishment (After Hours) $ 40.00 $ 40.00 
3 Reconnection (Deliquent) $ -  
4 Reconnection (After Hours) $ -  
5 MeterTest $ 10.00 $ 10.00 
6 Deposit ** ** 
7 Deposit Interest ** ** 
8 Re-Establishment (With-in 12 Months) *** *** 

10 NSFCheck $ 10.00 $ 10.00 
9 

11 Deferred Payment, Per Month (b) 
12 Meter Re-Read $ 5.00 $ 5.00 
13 Charge of Moving Customer Meter - 
14 Customer Requested cost cost 

16 Damages to Meter Locks, Valves, Seals cost cost 
15 Late Payment Charge 1.50% 1.50% 

17 Sprinklers See Schedule H-3, Page 1 
18 
19 
20 ** PER COMMISSION RULES (R14-2-403.8) 
21 *** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
22 I N  ADDmON TO THE COLLECTION OF REGULAR RATES, THE UnLrrY WILL COLLECT FROM 
23 
24 
25 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

27 
28 
29 
30 Present Pro posed 
31 Meter Size Charges Charaes 
32 518 x 314 Inch $320 $500 
33 3 /4 Inch  $360 $575 
34 1 Inch $415 $660 
35 1 1/2Inch $725 $900 
36 2Inch $1,090 $2,220 
37 3 Inch cost cost 
38 4Inch cost cost 
39 6 Inch cost cost 
40 8 Inch cost cost 
41 
42 As meters and service lines are now taxable income for income purposes, The Company 
43 shall collect income taxes on the meter and service line charges. 
44 Any tax collected will be refunded each year that the meter deposit is refunded. 
45 
46 Groundwater Withdrawal Fees shall be collected as an assessment, and is subject to annual 
47 revisions as required due to changes in rates charged by the Arizona Department of Water 
48 Resources (“ADWR”). Includes an allowance of 10% lost and unaccounted for water. 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 26 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

Arizona American - Sun City West Sewer 
Changes in Representative Rate Schedules 

Test Year ended December 31,2001 

Customer Classification 

Monthly Usage Charge for: 
Residential and Commercial 

Commercial (SSC) (a) 
Commercial Large User (SS6 based on consumption) (a) 
WS1 (commercial, additonal toilets) (a) 
WS2 (commercial restaurant, per dishwasher or garbage grinder) (a) 
WS3 (commercial laundromat, per washing machine) (a) 
WS4 (commercial, per wash rack) (a) 

and.or Meter Size, I f  Amlicable 

Residential (WSR) ( Rounded Down $ 

Annual Fee for Industrial Discharqe Service 
For those customers consuming an amount of water less than or equal 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 

For those customers consuming an amount of water greater than 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: $ 
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Present Proposed Percent 
Rates Rates Chanqe 

16.24 $ 23.44 44.33% 
23.09 33.33 44.35% 
45.42 65.56 44.34% 

5.30 7.65 44.34% 
42.58 61.46 44.34% 

9.93 14.33 44.31% 
20.81 30.04 44.35% 

500.00 $ 500.00 

1,000.00 $ 1,000.00 

Annual Fee for Industrial Discharge Service charges shall be non-refundable and shall be assessed 
in advance each January by the Company by special billing. For new customers receiving this service, 
a prorated charge shall be assessed. 

Gallons I n  Minimum 
Commercial SSR6 

Commoditv Rates (Der 1,000 aallons over minimum) 
Commercial SSR6 (a) 

(a) Rounded 

20,000 20,000 

$ 0.98 $ 1.42 44.90% 
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Arizona American - Sun City West Sewer 
Changes in Representative Rate Schedules 

Test Year ended December 31,2001 

Line Present 
- No. Other Service Charqes Rates 
1 Establishment 
2 Establishment (After Hours) 
3 Reconnection (Deliquent) 
4 Reconnection (After Hours) 
5 
6 Deposit 
7 Deposit Interest 
8 Re-Establishment (With-in 12 Months) 
9 
10 NSFCheck 
11 Deferred Payment, Per Month (b) 
12 
13 
14 
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Proposed 
Rates 

15 Late Payment Charge 1.50% 1.50% 
16 
17 Rates for above charges are listed on Schedule H-3, Page 3, for Sun City West Water. 
18 
19 
20 
21 

** PER COMMISSION RULES (R14-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 

22 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILrrY WILL COLLECT FROM 
23 
24 TAX. PER COMMISSION RULE (14-2-409.D 5) 
25 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 
26 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

Arizona American - Sun City West Sewer 
Changes in Representative Rate Schedules 

Test Year ended December 31, 2001 
Step-One Rate Increase 

Customer Classification 

Monthly Usage Charge for: 
Residential and Commercial 
Residential (WSR) (a) 
Commercial (WSC) (a) 
Commercial Large User (SS6 based on consumption) (a) 
WS1 (commercial, additonal toilets) (a) 
WS2 (commercial restaurant, per dishwasher or garbage grinder) (a) 
WS3 (commercial laundromat, per washing machine) (a) 
WS4 (commercial, per wash rack) (a) 

and.or Meter Size, I f  Awlicable 

Annual Fee for Industrial Discharae Service 
For those customers consuming an amount of water less than or equal 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: 

For those customers consuming an amount of water greater than 
50,000 gallons per month through one or more water meters to the 
same facility, inclusive of meters used for irrigation: 
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Present Proposed Percent 
Rates Rates Chanae 

$ 16.24 $ 
23.09 
45.42 
5.30 

42.58 
9.93 

20.81 

$ 500.00 

$ 1,000.00 

22.74 40.02% 
32.33 40.02% 
63.59 40.00% 

7.42 40.00% 
59.61 40.00% 
13.90 39.98% 
29.13 39.98% 

Annuai Fee for Industrial Discharge Service charges shall be non-refundable and shall be assessed 
in advance each January by the Company by special billing. For new customers receiving this service, 
a prorated charge shall be assessed. 

Gallons I n  Minimum 
Commercial SSR6 

Commoditv Rates (Der 1,000 qallons over minimum) 
Commercial SSR6 (a) 

20,000 20,000 

$ 0.98 $ 1.3700 39.80% 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Arizona American - Sun City West Sewer 
Changes in Representative Rate Schedules 

Test Year ended December 31,2001 
Step-One Rate Increase 

Present 
Other Service Charaes Rates 
Establishment 
Establishment (After Hours) 
Reconnection (Deliquent) 
Reconnection (After Hours) 

Deposit 
Deposit Interest 
Re-Establishment (With-in 12 Months) 

NSF Check 
Deferred Payment, Per Month (b) 

Late Payment Charge 
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Proposed 
Rates 

1.50°/o 1.50% 

** PER COMMISSION RULES (Rl4-2-403.8) 
*** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 

_I ,-_..--I --------.. .-- m . ,  . _ C  -r ., e--. n, C I C  I .  * -- . I-- 
1 I s LU3 I UI"ltK3 A I'KUI'UK I lUlVH I t 3HHKt Ur ANY I ' K l V l L t b t ,  SHLt3,  Uht, AND Fmi\iCHiSE 
TAX. PER COMMISSION RULE (14-2-409.D 5) 

AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 
ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 
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Arizona American - Tubac Water 
Test Year Ended December 31, 2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study without Equity Return and Income Taxes 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4a 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4a 
Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4a 

- cot. 1 
(Col. 2+ 3) 

C- 
Return or Income Taxes 

Monthly Total 
Minimum Commodity Cost of 

1,000 
2,000 
3,000 
4,000 
5 , 000 
6,000 
7,000 
8,000 
9 , 000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 
31,000 

Revenue 
$ 17.63 
$ 17.63 

17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 
17.63 

Average Usage 
13,177 17.63 

Revenue 

$2.0098 
4.02 
6.03 
8.04 

10.05 
12.06 
14.07 
16.08 
18.09 
20.10 
22.11 
24.12 
26.13 
28.14 
30.15 
32.16 
34.17 
36.18 
38.19 
40.20 
42.21 
44.22 
46.22 
48.23 
50.24 
52.25 
54.26 
56.27 
58.28 
60.29 
62.30 

26.48 

Service Usage 
$ 17.63 <-Level-> 
$ 19.64 When 

21.65 Revenues 
23.66 Equal 
25.67 Expenses 
27.68 (No Rate 
29.69 of Return 
31.70 on 
33.71 Equity 
35.72 or Income 
37.73 Taxes 
39.74 Included) 
41.75 
43.76 
45.77 
47.78 
49.79 
51.80 
53.81 
55.82 
57.83 
59.84 
61.85 
63.86 
65.87 
67.88 
69.89 
71.90 
73.91 
75.92 
77.93 
79.94 
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$2.0098 

13.16 
2.52 
1.96 

$ 17.63 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 20.80 
Proposed Commodity Rate 

0 to 
4,001 to 

Over 100,001 
Q L 5  

Usase 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8 , 000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 
29,000 
30,000 
31,000 

w 

Monthly 
Minimum 
Revenue 
$ 20.80 

20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 

Average Usage 
44.12 13,177 20.80 

4,000 $ 1.81 
100,000 $ 2.72 

$ 3.26 
Q I J Q J J 3 -  

{COJ. 6 + 7 [COl. 8-42 

Commodity Total 
Revenue 

$ 1.81 
3.62 
5.43 
7.24 
9.96 

12.68 
15.40 
18.12 
20.84 
23.56 
26.28 
29.00 
31.72 
34.44 
37.16 
39.88 
42.60 
45.32 
48.04 
50.76 
53.48 
56.20 
58.92 
61.64 
64.36 
67.08 
69.80 
72.52 
75.24 
77.96 
80.68 

32.20 

Revenue 
$ 20.80 

22.61 
24.42 
26.23 
28.04 
30.76 
33.48 
36.20 
38.92 
41.64 
44.36 
47.08 
49.80 
52.52 
55.24 
57.96 
60.68 
63.40 
66.12 
68.84 
71.56 
74.28 
77.00 
79.72 
82.44 
85.16 
87.88 
90.60 
93.32 
96.04 
98.76 

101.48 

53.00 

Recovery 
of Expenses 

or, 
(Lack of 
Recovery) 

$ 3.17 
2.97 
2.77 
2.57 
2.37 
3.08 
3.79 
4.50 
5.21 
5.92 
6.63 
7.34 
8.05 
8.76 
9.47 

10.18 
10.89 
11.60 
12.31 
13.02 
13.73 
14.44 
15.15 
15.86 
16.57 
17.28 
17.99 
18.70 
19.41 
20.12 
20.83 
21.54 

8.88 



Line 
- NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 

Arizona American - Tubac Water 
Test Year Ended December 31,2001 

Comparison of ACC Staff Proposed Rates to Computed Rates from Cost of Service Study 
to Computed Rates from Cost of Service Study- Equity Return and Income Taxes 

Exhibit 
Rejoinder Schedule G-9 
Page 2 
Witness: Kozoman 

Computed Commodity Cost from Rejoinder Schedule G-8, Page 4 $2.6129 

Computed Customer Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 
Computed Service Line Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 

Computed Monthly Minimum Charge with zero gallons in minimum from Rejoinder Schedule G-8, Page 4 

13.68 
2.51 
4.33 

$ 20.52 
Computed Meter Cost for 5/8 Inch Meter from Rejoinder Schedule G-8, Page 4 

ACC Staff ProDosed Rates 
Proposed Monthly Minimum for 5/8" Meter $ 20.80 
Proposed Commodity Rate 

Q j J w w  
(Col. 2+ 3) 

Comtwted Costs, with Eauitv 
Return and Income Taxes 

Monthly 
Minimum Commodity 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8 , 000 
9,000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

31,450 

Revenue 
$ 20.52 
$ 20.52 

20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 
20.52 

Average Usage 
13,177 $ 20.52 

Revenue 

$2.6129 
5.23 
7.84 

10.45 
13.06 
15.68 
18.29 
20.90 
23.52 
26.13 
28.74 
31.36 
33.97 
36.58 
39.19 
41.81 
44.42 
47.03 
49.65 
52.26 
54.87 
57.48 
60.10 
62.71 
65.32 
67.94 
70.55 
73.16 
82.18 

$ 34.43 

Total 
Costof (a) 
Service Usage 

$ 20.52 <-Level-> 
$ 23.14 When 

25.75 Revenues 
28.36 Equal 
30.98 Expenses 
33.59 and 
36.20 Return 
38.81 on Equity 
41.43 and 
44.04 Income 
46.65 Taxes 
49.27 
51.88 
54.49 
57.10 
59.72 
62.33 
64.94 
67.56 
70.17 
72.78 
75.40 
78.01 
80.62 
83.23 
85.85 
88.46 
91.07 
93.69 

102.70 (a) 

0 to 
4,001 to 

Over 100,001 

u 

Usacle 

1,000 
2 , 000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9 , 000 

10,000 
11,000 
12,000 
13,000 
14,000 
15,000 
16,000 
17,000 
18,000 
19,000 
20,000 
21,000 
22,000 
23,000 
24,000 
25,000 
26,000 
27,000 
28,000 

31,450 

Q!A 

Monthly 
Minimum 
Revenue 
$ 20.80 

20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 
20.80 

Average Usage 
$ 54.95 13,177 $ 20.80 

4,000 $ 1.81 
100,000 $ 2.72 

$ 3.26 

Commodity 
Revenue 

$ 1.81 
3.62 
5.43 
7.24 
9.96 

12.68 
15.40 
18.12 
20.84 
23.56 
26.28 
29.00 
31.72 
34.44 
37.16 
39.88 
42.60 
45.32 
48.04 
50.76 
53.48 
56.20 
58.92 
61.64 
64.36 
67.08 
69.80 
72.52 
81.90 

$ 32.20 

Recovery 
of Expenses 

Rate of 
Return & 

Income Tax 
Total or (Lack of 

Revenue Recoverv) 
$ 20.80 $ 

22.61 
24.42 
26.23 
28.04 
30.76 
33.48 
36.20 
38.92 
41.64 
44.36 
47.08 
49.80 
52.52 
55.24 
57.96 
60.68 
63.40 
66.12 
68.84 
71.56 
74.28 
77.00 
79.72 
82.44 
85.16 
87.88 
90.60 
93.32 

102.70 

$ 53.00 $ 

0.28 
(0.53) 
(1.33) 
(2.13) 
(2.94) 
(2.83) 
(2.72) 
(2.61) 
(2.51) 
(2.40) 
(2.29) 

(2.08) 
(1.97) 
(1.86) 
(1.76) 
(1.65) 
(1.54) 
(1.44) 
(1.33) 

(2.19) 

(1.22) 
(1.12) 
(1.01) 
(0.90) 
(0.79) 
(0.69) 
(0.58) 
(0.47) 
(0.37) 
0.00 

(1.95) 
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- No. 
1 
2 
3 
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5 
6 
7 
8 
9 
10 
11 
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17 
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20 
21 
22 
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29 
30 
31 
32 
33 

Arizona American - Tubac 

Test Year Ended December 31,2001 
Changes in Representative Rate Schedules 

Exhibit 
Rejoinder Schedule H-3 
Page 1 
Witness: Kozoman 

Customer Classification 

Percentage Increase in Monthly Minimums 
Percentage Increase in Commodity Rates 

Monthly Usage Charge for: 
ResidentiaILommerciaI 
5/8 x 314 Inch (a) 
3/4 Inch (a) 
1 Inch (a) 
11/2Inch (a) 
2 Inch (a) 
3 Inch (a) 
4 Inch (a) 
6 Inch (a) 
8 Inch (a) 

and Meter Size 

Gallons In  Minimum 
All 

Tier 1: Gallons umer limit 
All 8,000 8,000 
Tier 2: (Gallon upper limit, UD to, but not exceedinq) 

Tier 3: (Gallon over) 

Commodity Rates (Der 1,000 gallons over minimum and/or per Tier] 
All (a) Tier 1 (a) $ 1.66 $ 2.86 72.29% 
All (a) Tier 2 (a) 2.04 3.52 72.55% 
All (a) Tier 3 (a) 2.04 3.52 72.55% 

All 999,999,999 999,999,999 

All 999,999,999 999,999,999 

All (a) Tier 4 (a) 

(a) Rounded 
I n  addition to above rates, Company will also collect groundwater withdrawal assessment. 

Present Proposed Percent 
Rates Rates Chanqe 

$ 15.35 
15.35 
23.00 
46.00 
76.00 
90.00 

132.00 
180.00 

NIA 

$ 26.47 
26.47 
39.66 
79.33 

131.07 
155.21 
227.64 
310.42 

2,674.00 

72.44% 
72.44% 
72.43% 
72.46% 
72.46% 
72.46% 
72.45% 
72.46% 
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Arizona American - Tubac Exhibit 

Rejoinder Schedule H-3 
Page 2 
Witness: Kozoman 

Changes in Representative Rate Schedules 
Test Year Ended December 31,2001 

Line Present Proposed 
- No. Other Service Charges 

1 Establishment $ 30.00 $ 30.00 
2 Establishment (After Hours) $ 40.00 $ 40.00 
3 Reconnection (Deliquent) 
4 Reconnection (After Hours) 

6 Deposit 
5 MeterTest $ 10.00 $ 10.00 

7 Deposit Interest ** ** 
8 Re-Establishment (With-in 12 Months) *** *** 
9 
10 NSFCheck $ 10.00 $ 10.00 
11 Deferred Payment, Per Month (b) 
12 Meter Re-Read $ 5.00 5.00 
13 Charge of Moving Customer Meter - 
15 Late Payment Charge, greater of 1.50% or $ 5.00 $ 5.00 (1) 

** ** 

14 Customer Requested cost cost 

16 Damages to Meter Locks, Valves, Seals cost cost (2) 
17 Sprinklers (a) (4 
18 (1) Greater of 1.50% or $5.00 Present Rates or 1.5% or $10.00 Proposed Rates. 
19 (2) $40.00 plus actual cost of making repairs. 
20 ** PER COMMISSION RULES (R14-2-403.B) 
21 *** MONTHS OFF SYSTEM TIMES MINIMUM (R14-2-403.D) 
22 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM 
23 

25 ALL ADVANCES AND/OR CONTRIBUTIONS ARE TO INCLUDE LABOR, MATERIALS, OVERHEADS, 

27 (a) 1.000/0 of the monthly minimum for a comparable sized meter connection, but no less than $5 
28 per month. 
29 Present Cha rqes 
30 Service Charges 
31 Installation of Proposed 
32 Meter Size Ser. Line Meter Charaes 
33 518 x 3/4 Inch $255.00 $ 65.00 $500 

35 1 Inch $275.00 $145.00 $600 

ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE 
24 TAX. PER COMMISSION RULE (14-2-409.D 5) 

26 AND ALL APPLICABLE TAXES, INCLUDING ALL GROSS-UP TAXES FOR INCOME TAXES. 

34 314Inch $255.00 $105.00 $575 

36 1112 Inch $290.00 $345.00 $900 
37 2Inch $315.00 $775.00 $2,220 
38 3 Inch cost cost cost 
39 4Inch cost cost cost 
40 6Inch cost cost cost 
41 8Inch Cost cost cost 
42 Meters Larger than 8" Cost cost cost 
43 
44 Company will not accept applications for 3/4" meters after May 1, 1997. Meter Size is obsolete. 
45 
46 As meters and service lines are now taxable income for income purposes, The Company 
47 shall collect income taxes on the meter and service line charges. 
48 Any tax collected will be refunded each year that the meter deposit is refunded. 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2% 
29 
30 
31 
32 
33 

Arizona American - Tubac 

Test Year Ended December 31,2001 
Step-One Rate Increase 

Changes in Representative Rate Schedules 
Exhibit 
Rejoinder Schedule H-3 
Page 1 
Witness: Kozoman 

Customer Classification Present Proposed Percent 
and Meter Size 

Monthly Usage Charge for: 
Residentia1,CommerciaI 
518 x 3/4 Inch (a) 
314 Inch (a) 
1 Inch (a) 
11/2 Inch (a) 
2 Inch (a) 
3 Inch (a) 
4 Inch (a) 
6 Inch (a) 

Gallons I n  Minimum 
All 

Tier 1: Gallons utmer limit 
All 
Tier 2: (Gallon umer limit, UR to, but not exceeding) 

Rates 

$ 15.35 $ 
15.35 
23.00 
46.00 
76.00 
90.00 

132.00 
180.00 

NIA 

8,000 

Rates Chanqe 

21.49 
21.49 
32.20 
64.40 

106.40 
126.00 
184.80 
252.00 

2,149.00 

8,000 

40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 
40.00% 

All 999,999,999 999,999,999 

All 999,999,999 999,999,999 
Tier 3: (Gallon over] 

Commoditv Rates (Der 1,000 qallons over minimum and per Tier) 
All (a) Tier 1 $ 1.66 $ 2.32 39.76% 
All (a) Tier 2 2.04 2.86 40.20% 
All (a) Tier 3 2.04 2.86 40.20% 
All (a) Tier 4 2.04 2.86 40.20% 

(a) Rounded 
I n  addition to above rates, Company will also collect groundwater withdrawal assessment. 
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